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EROCE

Hzs

DINGS ..

THE CHAIRMAWN: The Council will please cons tO'order.'

The Secretary will call the voll,

EROLL CALL

ANDERSON, R. B,
ANDERSON, R. 0.
ARWOLD, C, H.
BARER, H, H,
BALL, M. V.

M. T. BALL
BARTON, T. H.
BERGFORS, F. E.
BLAUSTEIN, J.
BLAZER, P. G.

BOYD, W. R.
| BRAZELL, R.
BRIDWELL, J. S.
BROWN, R. B.
BURNS, H. S. M.
COLLEY, R. H.
COWDEN, H. A.
CRAIG,lEa M,
CROCKER, S, M.
CUMMINS, J. F.

DAVENPORT, H. E.

{Represented ﬁj Douglas Ball.)

{Not present.)

{(Not preosent.)

(Mot present.)

{Represented by Harry I. Johnson.)

(Repﬁesented by Jemes 5. Phillips.)



DeGOLYER, E. (Not prosent.)
DONNELL, J. C., II. |
DOW, F. B,

DOWBING, W. M.

DRAKE, J. F. (Not present. )
DRESSLIR, J. (Nt present.)
DUKE, &.-

DUNNIGAN, J. 2.

ENDACOTT, P.

FISHER, M. M.

FOLLIS, R. H.

POSTIR, C. 7.

FOX, STARK.

THE SECREPARY: Mr. Fox 1s the new Executive Off£L-
cer of the Califoraia OLl Agengy.

would you rise, Wr. Fox, pleasé?

THE CHAIRMAN: We ane glad to have you here, Mp,
Pox. Weloome to the Council, Mr. Fox,

{Applause.)

FRANKLIN, H, X, (Not present.)

GRAVES, B, C.

GRAVES; B, I,

HALLAWAN, W, 8.

HARDEY, B. A.

HARGROVE, R, H.
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HARPER, J.

HARTMAN, I. W,

HERLIFY, F. W.

HILL, C. S.

RILTS, H. B.

HOLMAN, B.

HULOY, D. A. (et present.)
JACOBSER, A, |

Jmm.z;ms, B. B.

JUBNEON, C. A, (Not presant.)
JONES, C. S. |
JONES, J. P.

JONES, W, A.

KECK, W. M. (Represeniad by Roger E. Johnson.)
LAWTOH, R, G. (Wot present.)
LERCH, F. H., JR,

LOVEJOY, J. M,  (Not present.)
LYNCH, 7, F. (Not present.)
LYORS, C. E,

MAGUIRE, W. C. {Not present.)
MAJEWSEI , B, L,

MARSHALL, J. H.

MATTEL, A. G, - (ot present.)
MAYER, T. H. (Wot present.)

EAYNABD, We 7(?93 present.)



MoCOLLUM, L. F.
HCGOWEN, N, C.
MOSHER, S. B.
NIELSON, G. E.
WIKESS, S. ¥,
NOLAN, J. L.
PARTEN, J. R.
PAYRE, B. U,
PAYNE, W, T.
POGUE, J. E.
PORTER, F, M.
PYLES, B. E.
REITZ, W. R,
RICHARDSON, S. W.
RITCHIE, A. S.
ROBINEAU, M. H.
RODGERS, W. S. S.
RODMAN, R. V.
ROWAY, &, H.
SHANNON, R, S.
SKELLY, W. G.
SPENCIR, P. C.
STREETER, C. E.
TAYLOR, R. T.

THOMRB0M, A, W.

s .
(Represented by Jemes J, Cosgrove.)

(Not present.)

{Nov present.)

(Reprosented by Jack Woodward.)

(Not prosent.)

{Represented by Mr. 0'Hara.)

(Mot present.)

(Represented by J. W. Foley)

(Represented by R. H. Shannon, Jn.)

{Rexresented by John 8. Freemen.)

(Represented by Arthur C.Stewart.)



TOLLETT, R, L.
VANDEVEER, W. V.
VOCKEL, S. M,
WARREW, W. %,

. WESCOAT, L. S,
WHITE, J. H.
WILLIAMS, R. S.
WILSON, R, E.
WRATHER, J.,

WRIGHT, C. H.

THE CEAIRN&N:' A guoruw i3 prosent, end the Coun-
eil 13 ready &t~ pracesd with the regular order of business.

The Seovetary will glve the report of the Treasurer.

_ MR. BROUN: ”Since the beginning of the year, the

contributions have Hotaled $98,075, othe?-reéeipﬁs,l$883,
e totel of $98,958. o -

our disbursements btotal, ipto March, the periced
that T am covering, was $20,635. The balance, ther allow-
ing fer the $7;280 on hand, 1s, abt the beginning of the
year,)£§‘$835,604, to carry ue through the balance of the
yoar. |

The reserve fund wemains unchanged, at $65,000.//

THE_GHAIH%AN: Yoo have hesrd the report. Any |
remarks?

J

(Mo responss.)



if nob, 1t will be filed and recéived;

The minutes of the last meeting of Januafy 29th
were Torwarded to ths ﬁembevs of the Counoil. What 1ls your
Pleasure?

(1t Qas meved and seconded that they be recalved.)

THE CHAIRMEﬁ: It has been moved and seccnded that
the minutes of ©the lést regting be approved. |

: Iﬁ is‘aﬁ crdered.

Gentlemen, =ince the last meetinf of the Counmocll,
you are evare of the passing of Cormer Secretarj of the
Intefiar Hon. H&roiﬁ L. Ickes. Seéretary Tekes laid down
the pettern duripg World War IT fow this governmsnt-inﬁugtry
ﬁeaﬁ. It was a war bperatinn at that tiwe, and I think
that we can reasqﬁably 3483y that it regounded to the credlb
of the ipdustry and also to the very def;ait@ winning:of the
wer. |

| .Secretary Ickea left no oppqrtunity to pay 2especbs
to the o1 industry for the job ﬁhat it did in providing
the eaaentialrammunition of war. We feel greatly mourned
by bis passing, that we have lest a ehampidn and-a.friéndg
and upon thé occasq?n of his death I sent & téleéram to Mrs.
Tekes, the wldow, which read as follows: | -
\ "The death ﬁf Mr. Ickes pfings great.sadﬁess to
the membefs of tho Nationel éetrolaum.Ccuncil.who Yg-

call thé'magnificent service he ropdered his cbunt?y



as Petroleuml&dministrator for War, He originated the
Patroleum Industry War Councll out of which grew the
prosent Nabional Petroleum Council and in so doing
he poloted vhe way toward the cooperatlon between
government and the o1l Lndustey which has besn frult-
ful of great good Lo our covatry. I know that I
apeak for the entive menhenphip of the Councll in
extending deopest aympathy 50 you in your great loss."?
At the same time I Telt that 1t was entlrely ap-
.propriate that aspaqlal commitiae of the Council should
bs appointed tb prepare ap approprisbe memorlal to bhe pre-
sented %o thls meebing. [Hr. W. Alton Jonos was named as
Chairman of that committee. T would like now at this time
to ask Mp, Joﬁes to prosent the repert of this spécial com-
mittee. |
MR. JONES: WMr. Cheirmen, your Commlttee on IMemorlal
Resoluticn for the Hon. Harold L. Iokes respectfully submls
the following: |
({ "WHEREAS, Harold L. Ickes, Secretary of the Inter-
1or and Pobtroleum Administrator for War, flvst ostab-
1ished the Petroleun Industry War Council, which was
the patterﬁ for this prasanﬁ Wational Petroleum Gouncil,
é fres and independent forum which scts in an advisory
capecity to the Secretery of the Tnterior on patfoléum

mstters veleting to the nabional welfere end the i



security of our gountry; and, |
“WHEREAS, the'pattérn of coop@ﬁatinn;.cdnfidenee
and mutual respect between the oxecutive arm of the
Goverpneat and the Petrolaun ITadustry was oreated by
Harold L. Icﬁeﬁ and, thﬁaugh the Petroleum Indusry
War Council ard the National PetrPoleum Geunéii, hes
met the test of LHlue @uﬁing the entire dacade embrac-
ing the strain and steuggle of the second. World Waw
and the difficuit poriod of resdjustwent and orgeniza-
| tion for Asfense following that wary apd, - |
"WEEREA#, Ghe concept of a _matieﬁai ‘Petroloun
Couneil Peprssenﬁs & unigue sad importent contrlbution
;to the furtherance of & sound relatronship ketwesn
' Government and a basle industry in a free écénomg
"Now, théz'efowe ve it RESOLVED; by the Natlonal
Petroleum Councll at this its first meeting since the
death of Herold L. Ickes, that this Conneil pay
solemn trlbuté to his memory for o
" His Vislion in establishing the Petroloum Industry
| War Councll on a frae and asutononous basis;
His Courage in maintaining that Councll agaiast
211 who sought to Alsrupt 168 effective
operation; _' | |
His Supporﬁ of'the Council and of therentife

Petroloum Tndustry when oil was smmunition;
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His Falth in the ability of the Petroleum Indus-
try, 1f sccovded freedom of opportunitj,
to supply whatever might be requirad vig
the defense of the nation;

His Capacity b0 command the support and delega%g
authority 6o competent lndlviduals drawn
without fear oy favor from bothféhe
Gévarnment and the Petroleum Industry;

His Integrity in all of his relatianships-with
the Potvoleum Industry Wer Council and the
Potroleum Tndustry thraughovt the entilre
period of the sscond World Wer; and,

"Be 1t furtber RESOLVED, that & oopy of Ghis
resolutlon, appropriately inscribed end signsd by the
Chaivuan and Secretary of the National Potroleum
Counclii, be delivered to the famlly of Herold L.
Ickes, the Sedretery of the Iutéviar and Peﬁ?ulaum
Adﬁinistrator for War with whom wost of the members
of thls Council served during all the years of the
war andé for whom this Council will =iways entertaln
the deepest feelings of wespeot."

Mr. Chairman,'r move th@ Resglution.

THE CHAIRMAN: VYou have heard the Resolutlion., Is

éhere a second?

MR, WESCOAT: I welcome the cpportunlity, Mr. Chalr-
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men, o seooﬁd the motidn on bebalf of my former fellow-
townsmen. I think the exprossion of tho Resolution iy very
¢lear, 1IbL covers the situstion, end those of uﬁ whao wers
present st the inltlel meeting 2t whick he promised to
robturn the industry to its formar_pssitiau at the closa of
the war and sotion taken at the last mesting is lndicative
of-the character of the mon. I am very heppy to second the
wmotlon.

THE CHATRMAN: May T ask for a »islng vote, gentle~

Thans you very imaeh, lWr. Jomes. I think that 1s &
- very fine Resolution.

We will now procesd o the report of hhe Agenda
Commlttee. Mr. Jacobsen 1s bthe Chairman.

My, Jaéabsen, wlll you plesse come unp?

REPORT OF THE AGENDA COUMITTEE.

MR, JACOBSEN: Under date of Meroh 11, 1952, Wr.
Bruce K. Brown, Deputy Admiristrator, Potrolewn Administra-
tlon for Defense,addresaed e lebfor ~-. a copy of which
la éttachsd -=- to Mr, Walter S. Hallanam, Chairman of the
Netionsl Petroleum Councll, veguesting that the report
" of October 31, 1950 -- Petroleum Storage Capacity ~~ be
brought up to date to provide additiqual information on
petroloum above-ground sborege in the United States,

With your perimission I ghall ﬂe&d.fh@ lotiar whklech
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s attaohed te tho repmﬁt now belpg distributed to you:
"ONITED STATES
"DEPARTHENT OF THL INTERIOR
"petroieum Admlnistration for Defense,
"yashingbon £5, D. C.
"Mawch 11, 1952.
"o, Welter 8. Hallansn, Chalrvmen,
Hatiopnal Potroleun Council,
1625 K Street, K. W.,
Washlngton 6, D. C.
"Desr Mr. Hallenan:

"The Nabional Petrolovnm Councll submitted ia
19&8, ard agein in 1950, repovts on the aapacity‘of
patrnleum‘ﬁankage and related jinventories abt installa-
tions whose stooks are ¢ovoved monthly by the Burean
of Mines. These reports have been of graat valve lm
appralsing the industry's position duving the peried
of mobllizatlion for defaﬂsa.'

"3 peed for timely, coupereble, information is
omphastized by the eortipuing problems of moblllzation.
Hence 1%t ia reﬁuaste& that the report of Qctoher 31.‘
19050, be brought vwp to date to provide é third polnt
of reference from which to view recent tankage changeé,
gnd probable future needs.

"Periods of local or reglonal zcarclty of supply

of one op nore petroleun products have been experionced
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in the past and the poasliblilty of recurrenece ln

serlous degree under emevzency conditions must be

- kept in mind in present civcumstences. In order

to incrsase the value. of informptlon o cope with sush
problems, I urge that the Council in lts new report
segregate the totals of-ﬁankage capaclty into goographic
aress of lesser extent then the Burean of Mines
distriets fﬁrmerly Q@ed.

"I heve particularly in mind, for example, subdivi-
slon of the East Coms$ distrlet loto three‘pgptm;-
liew Epglend, Middls Atlantic, and south'Atiantie. The

advantages of data im $hls form g8 coupared Lo the

FPormer dlstriet segregation are obvloqs., I% would be

vea

perticularly useful to divide also the Indisns, Illinois,
Kentueky, and Pacifle Coast dlstricts 1nta zmaller
unlts that would hetter conform to operating_prac-.
tices.
"I sincerely hope thet the Council will give
early and. faverable oonsidevetion to this requeaﬁ for
its Purther assistence in the puﬁlic interest.
H "ory truly yours,
{1} Bruce K. Brawn,
"Depuby Admiaistrator.”

T will go on with the voport of the Agenda Commlt-
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As provided ip the Articles of Organlzetion of
the Natlonal Potzoleunm Councll, the Deputy Administrator's
‘leﬁtér'waa considered at the meeting of thé Agende Commit-
tee hold on Aprll 21, 1952, In Washimgion, D. é., at which
meeting it was uvnanimously agreed tp regommend that the
Council's Committee on Petrolesum Storage'Capacity be reactl-
~yvated. Such Commiittes shﬂﬁld bring 1ts report nf Oetobér
31, 1950 up ta d&te and subrlt such report to the Councll,
In order to comply to the maximum extent possible with the
request for greater detail and yet not go beyond appﬁopriéta
ﬁounds, the Agen&a'cnmmittee recoumends Ghat the.Committee
on Petrqleum Storage Capaclty obserwe the followlng polnta:
1.  "proposed storage” shall be interpreted to
msan storage sexpected to be coﬁﬁleted
during 1052,
2. .. The East caagt distrrliet should be divided
- .-1nto naﬁ more than the following.
partst
(a) Now England
(b) Miedle Atlantic
{c) | South Atlantic
o 8 The Pacific Coast district should be divid-
o6 lnto not mere than the following
partsse

() Washingbon end Oregon@
(b) Balance.
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i, The Irdiana, Illinols end Kentucky district

/ should be divided 1nto not move than

the followlng parts:

(e) Keutueky and Tennessse
(p) Ohio and Michigen
(s) Tllimels, Indlana and Wlscomsin.
(d) Balance.
ﬁ//////x 1 wight wentlon that wo consulted wish PAD and

f;they expressed the view that the subdivision hereln proposed

‘, would entirely meet with thelr roequivements.

5. Tho Committee shuould not attempt to study

or suggest minimum working level stocks

or recommond any industry plans,

programs o allccationa./,

Under date of April 21, 1952, Mr. Bruee E. Brown,

Deputy Administrator, Petroleum Administration feor Defense

sddressed a letter -- 2 eopj of which 1s attached -~ to

Mr. Walter 8. ¥allanan, Chalrmen of the Netional Petroleum

Councll, regquesting that the Council appolnt & cosmittee

to make s study of certaln agpecta of the Bunker ¢ fuel

0;1 situation.

T should like to reed that letter alsos
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"UNITED STATES
DEPARTMENT OF THE INTERIOR
Potroloum Administeation for Defense
Weshlngton 25, D. C.
"April 21, 1952,
"Mr. Walter S. Hallanan, Chalrmen,
National Petroleum Council
1625 K Styveet, N. W.,
Vashington, D. C.
ﬁDsaP Mr. H&ll&ai
"In resent years the production of Bunker ¢ Pusl
oll {'resid!) by United Steabes refinevies has decrsased
whon moasured as & poraontage of crude oll run and tho
supply of Bunker € fuel needed for Gomsstic use
and offshore bunkering of ships hss heen augmenisd by
lmportation. SJome domands for Bunkﬁﬁ ¢ fuel oll have
dimlnished.fov bechwmolozical reascona, as for.example,
e diminisbhing use for Tueling ail-fired steam loco~
motives., Other usages, nobtably as fuol for fixed
power installations, appear to flustuete, dependent
upon the relative cost of competitive fuels.‘ St111
other uses, particulariy fsr the bunkering of ships
(ineluding navel vessela fuold with Navy Speclsl fuel
otl ~ & Pblend' containing Bunker C) sgem to fluctuate
in part with the tnternational situetion.
"Tn vooent mgmthﬂ Busker € fuel oild has beén-ia

relativeiy ghorty supply in ¢oashal arcas of the United
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States due partly to the cessation of refining opsratibns
tn Iven and partly to the ‘breaking out' of reserve ships
for international trade. AL the same time, relativs
surpluses have existed in seome interlor areas.

"pgcopding to the best data currently avallable
to PAD, the supply situstion survouﬁ&ing Bunker C fuel
il ig likely to vemaln a vexlng one in the coastal
areas during the winter of 1952 snd probably therealber.
Any threatened shorbtage is of internest not only to
PAD but also 0 the Defenge Depaviment, the Defense
Electrie Power Administration, the shipping authori-
ties and the coastal indusirles regulring Buanker €
fuel oll.

"For the remsons suggesbted, the Petroleum Adminis-
tration for Dofense reguests that the Waetional Petrol-
eum Council study the Bunker C fuel oil situatiau,
including the prosﬁacts for supplies from United
Stobes refineries znd by importatetlon, and submlf its
findings. For obvious reasons the sibuatlion in PAD
Districts One and Three, Twe and Four, and Flve should
7 ba considefed sgparately whers approprléte.

"Po the extent found feasible, it 13 suggested thatb
the report might well encompass the tops and answer
| the gquestions m@ationéd neveinafter, Logether with such

otheér topics and questions &s wmay develop durlng the
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coursce of the aﬁuﬂy and be dqemad-we?thy of reoporhs

1. Summarize the trvonds of domscstic manufac-
turiag, imporitatlon, and;iﬁdividuml types of uéage of
Bupker C fuel oll commencing with 1945 and cahtinuing
through_lQBE. (Besie fipguves are elready avallable
to PAD in stmmary form bub it is thought-that a Councll
Comuittee ocould ampllfly the avalleble date, pértieularly
as to uaags.)

2. Agsuming thai the yleld of Bunker C fuel
oll per barrel of crude run has diminished since 1946,
&dvise‘ﬁa to the reasonsg for dimiﬁution, inclnding |
technologleal changes, and the net effect that has
r@sultad in per~barrel‘yielda of_pet?olaémlﬁgéducts.

3.~_ Ts the brend referred to in (2) above a
éontinuing ope and, 1f so, wiet is the prbbabla bedrock
mdnimum-fiéldof Bunker C fuel oll to be anticlpated
from United States relineries. |

5, | Should the guantivies of Bunker ¢ fuel
cll'?eQulred'in the United St#tes excecd the quantities
available from United 3jates rellnery operatidns and7.
by iﬁpovtatian, what impediments, if any, exist that
would prevent an locreags 1n yiel& of Bunker C fuel
oll per barrel of crude oll wun? |

"rhesmioh a8 the matter of adequate suﬁply of

residual Pusl oll, Doth bunker € snd Navy Specisgl has



19
a materiasl effeot op national securlity and natlonal

defense, 1 request'that e committes be appointed to

meke the study requeated herein with such comments and

recoumendations as may be appﬁopriate.
"Sincerely yours,
"Bruee XK. Brown,
"Deputy Administrator.”

To go on with the report of the Agenda Committee?

As provided in the Arbicles of Organlzatlion of the

Council, thia‘letter was conslderod at a moeting on Aprll

21 1n Washingbon, D. C. The Counoil snd its Committess

have consistentlyladhered o the principle that they should

confine thelr setivities to Pactual studies. Studles in-

volving future supply end demand rolgtionships and stuvdies

tnvolving future price veolabtions ln connechtion therewlth,
have alWayé been regerded as beyond the scope of Council
activicy.

. Future Gemands for and supply of Bunker C fuel
01l and in fact of all potroleun prnducts involve priée
rolations between crude apd the various p?adudts; prlce
r@latiuns'betWGen petnoleum prodvds and competing fusls;
transportabion cost velations; apd othor factors. They,
tn faot, lnvolve khe entime sconomies of the oll industry.
Any study of Items 3 end ¥ of M. Brown's letter ynder

A1 soussion would necessarlly requirve situdies of & fubure
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economic nature including possible prlice trends and relatiocas.

The Agsende Gommittee believes that 1t 1s the dubty of
the Council to comply to bhe greatest extent possible with
gllrrequests made of 1%. Acdcondingly, your Commlttee umanimous-
1y recommends tb the Councll the sppolntment of a cormlitites
to make the study requested in Ttem 1 of Mr. Brown's letber
{providcd that usege studies be terminated Apvil‘jog 1952)
and ip Item 2 of Mr. Brown's lotter. The Committee should
not make any study of Ibems 3 and 4 of Mr. Brown's letterzé/

Respectfully submlited, A. Jacobsen, Chairmen,
Agenda Committee.

T move the approvel of this weport,

THE CHATRMAN: You have bheard the report of the
Agenda Committes.

(1t was moved and seconded that the report be
adopted.)

THE CHAIRMAN: It has been moved eand seconded thsat
1t be adopted. Are there any romsrks?

All in favor of adoption wilil indicaﬁe by saylng

aye.
Gontrafy, no.
The P@porn la unaninousiy adnptad.
: ¢ Z£’f' /’/éentlemeﬁ of the Councill, T am delighted this

morning that Wﬁ are nonoved with the prasence of a diatinguish-

ol shtabesman, ond T wesn & dLmbLﬂfﬁiShGﬂ sbabesmen ln every
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SERECH-OF-SReTE-PURREEE;-DIRECTOR, ~PROGRAM PIVISTON PETROLEM ATMINISTRATION FOR

DESENSE,. BEFORE-NATEONAL REPROLEL. COMNOIL - APREL Ry 1952
;ﬁb,nz‘R@lﬂeaae»‘-ﬁ\;PRIin"=‘-22-, 1952
- UNTTED-STATES PETROFDUM -SUFFLY -AND-DEMAND ADHROUGH. WEXT WINTER
e A ,-JJ-_?"{,.‘:, : o
@'{/’;}‘f ‘The world-wide petroleum industry will be called upon to operate at near
capacity levels during the balance of 1952 and through next winter. Assuming that
the Abadan refinery will rﬁake no contribution to world supplies and aleo assuming
normal weather, our estimates indicate that rei‘ining operations abroad will have to
continue at abnormally high levels. In the United States, refineries will havé to
operate near their capacity in order to meet domestic demands and exports that are
st1ll affected by the loss of products from Abadan,

! Refinery congiruction has fallen behind the growth in demand chiefly because
materials have not been available in the desired amounts., Undoubtedly the Abadan
refinery shutdown contributed to the present tight refinery gituation. Nevertheless

-~ the industry camnot afford to permit its reserve refining capacity to be so small
that the shutdown of one large plant will almost create a,wor1d~w‘1de shortage.
Refining projects are now belng unde;'t‘taken at an accelerated rate, but it will be
1954 before muich reserve capacity will be re~cstablished, In order to meet local
civilian and military demends and in order to cover the shortage abroad it will be
necessary to run 6,900,000 B/D of crude in the United States during the Wth quartei‘
of 1952 and the 1st quarter of 1953. This is in excess of 91% of capacity, which is
very high in terms of past experience. _

K 'The estimate of refinery runs during next winter takes into account the rela-
tively improved stock situation on April 1, 1952, as compared with the same rate in
1951, At the close of the first quarter/of this year stocks in the United States

i

of the four major products were 8,9 m1lion barrels above & year ago. If District 5

is eliminated, where stocks declined 11,7 million barrels during the year ended




April 1, 1952, because of large military demands upon that érea, stocks of the four
major products-in the balence of the United States actually inoreased 20,6 million
parrels. This increase was almost equally divided between Dietricts 2 and 3. Stock
levels in Districts 1 and It remained.approxinﬂmely the same as they were a year
earlier,

t 'gyude oil stocks sncreased 20.7 million barrels over & year ago to a 1evel of
approximately 257 million barrels.

| No relief from the tanker shortages experienced aince the start of the Xorean
War is 1in gight for next w1nter and probably not through 1953, Therefore, it is
necessary that the industry maintain refining operations at high levels through the
gecond and third quarters of this year when demands will be geagonally low in order
to store prddnsts for uge next winter. Preliminary eatimatos indicate that in the
12 months ending Noverber 1952, approximately 65 million barrels of 81l ¥kinds of
tankage will have been built, " Yhile most of this will e working tankage, it will
provide some sdditional space for seaaonal gtocks, In the snterests of saving both
refining capacity and tanker transportation, 1t 18 important that seasonal tankage
be filled by the start of next winter.

tyCrude oil produsibility i the United States a8 a whole will be adequate
throughfnext winter, particularly when maJor pipelines now ander construction in
tho United States are completed, but California will be short of crude oil and it
will be necessary to divert military 11 ftings to other areas.

\| The foregoing is based-upon an increase in total United States demend in 1952
of 4.7% in contrast to galns of 11.1% in 1950 and 9.6% in 1951. These estimates

agsume no material change in the intemmational OT military situatlona and thab




Government expenditﬁres will sustain businoess activity at ox glightly above the
present high levels, 1t also has been assuned that there will be no of feotive limi-
tations on the menufacture of such petroleum consuning equipment as automobiles and
oil burpers. About 4,3 million passengsr Cerd will be produced and o1l burpers in
ugo will increase by nearly 500,000 during 1952.

+ | another sssumption which ie basic to these sgtimates is that thererwill be no
price impediments which will interfere with the supply of petroleun proéucte; par-
tieularly the movement of products from the Gulf to the Bast Coast of the United
States.

| IDistillate demands during the next winter assuming normal weather are expected
‘to be 10.5% or 180,000 barrels dsily higher than jast winter, In order %o meet
these high demands 1t will De necessary to obtain distillate vields of 22.1% and
23,1% in the Uth quarter of 1952 and the first quarter of 1953 respectively. These
are 1,3 and 1,0 percentage polnts higher then were obtalned during the corresponding
periods last yeals Also, relatively high runs and distillate ylelds ghould take
place in the secdond and third quarters of this year in order to assure adequate
distillate supplies noxt winter.

viMotor gasoline demand in 1952 1s expected to Te up 4,9% over 1951, Residual
fuel oll demonds are eatimated ab 1,63h,000 varrels éaily in 1952, p jess than 1%
over 1951. If the reduction in th# vield of pesidual this year compared with last
year is less than 0,6 percentage péinte, there should be 0o problen in meetling
residual demande for the country &s & whole. Rosiduel supplies. poviever, probably
will not be distributed properly throughout the country. Indicaticns are that there
will be an excesa of residuel in Dletrict 2 and a tight supply condition in

Tietricts 1 and 3,




mhe tendency during the past yeer toward excess supply la District 2 probebly
will continue during the year shead unloss crude runs are adjusted end residusl
yields are reduced.

f( 1n District 5 civillan demands are {nereasing at a slower rate than for the
valaence of the country. Yet with production essentially at MR and recent discover—
ies at lower levels there {8 little prospect that production will keep pace with
demand. Tt will be necessary for ASFPA 10 buy from 50,000 o 75,000 barrels daily
of the West Coast requirements from other areaé until additional crode vil is made
available in District 5 from outside sources, Corpletion of the Trans-Mountain
pipeline from Albsxta to Vencouver, B. C., is expected late in 1953.

¢ | The important United States demand and supply statistics for the year 1951,

the year 1952, and the firat quarter of 1353 are given below in thoueands of barrels

daily:
First
1951 . 1942 Quarter
Average Average 1953
fotal Demand for Crude and Products 7,467 7,821 8,702
grude 01l Produstion 6,149 6,545 6,501
Total Imports 802 893 985
Crude Rune to Stills 6,49l 6,71h 6,906 //

18550 ‘ L
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-sense of the wofd. Wherever oil men gather there ls one
man in the hlghest leglslative body of this country who 1s
always welcome, not thet he always agreoes with the pasitions'
or the pollciea that the_oil industry takes bul we alwags
know ﬁhatlhia conpvichion is ona of the dcepest slncerliy.

\ T have hed ocoaslon in several pravious years Lo
appeaﬁ hefore a cpmmittea of the United Statea Sen&te heeded
by the distingulshed senator from Wyoming, Senator Joseph
C. O'Mahoney.

\{No n&il héa wede a ﬁﬁra thorougk or lntensive stndy
of the whole oil indusityy then Senater O'Mahonoy. Ve ave
delighted tﬁ have you here, Senator. T am sorry you and
Seepetary Chopman didn't ive oarllew, beoguse Ghevre has
been preosented a memorlal to the passing of Secﬁeﬁary
T{eckes. It has been called %o the attentlion of the Councll
this morning that when SecretarW-Ickes set the pabtern fov
this 1adustry -government cooperwtive tean work, that he gave
aspurence uhﬂt when the emergency was over the oll industry
wonld be turned bagk es 1t was. That he made good in evyory
respach.

« Qut of the formulae-tﬁat he dovoloped durlng the
emergency of the last World War, this body conbinues £o
functiocn under the &uﬁﬁiéés of Sacret&fy'Chapman._ We feol ;
that we have been able to justify‘au?'exiatenae and to'makeéa

worth-wnlle contribution o the tremendous spd Ghe importent
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‘problem of the nationel defense.

I\Thls Council is golng op just tho seme as it has
always gone on and its work bas beon resognized by 1t having
been calied upon to advise as an ageney of Natlonal Defense.

o I.knuw that you watch our operatlons here and our
work with grest interest, and we aré delighted Lo have you
and gentlemen, I tgk@ pleasure 1in introdunlng & great Ameri-

can, Senator Joseph C., O'Mehoney of Wyowmlng. (Applause,)r

ADDRESS OF HON, JOSEPE C. O'HAHCONEY,
UNITED STATES SENATOR FROM THE BTATE OF WYOMING.

({SENSTOR OfMAHONEY: Thonk you very mueh, Mr. Chalw-

I eppreciate more thap I cag tell you the cordlal
words of welcoms thad you have just pronounced butrI aannoﬁ
help remarking that as Mr. Jagobsen finished his peper and
you asked the asssmbled membors of the Councll here whethsr
‘there were any remarks, ond 1ot a soul opensd his mouth, I
knew T weasg not in the Senate of the United States, unless Lt
be that 1t was unanimona~consent day, when everythingis
ddpne by the rap of the gavel.

‘"I came here thils mornring, Me. Cheirmen and geutle-
. men of the Counell, not to occupy much of your time, but
tﬁa express the deep app@eciaticu which I feel as an cbeerv-
'ef for the splendid menner 1n which the petroleum 1ndustry
has qqoperated'in the face of thils greal cmerpgency. It is

;ag emergépcyﬁ much greater than many people realize.
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I was rominded of the bapacity of the people of
America to unite to protect thelv freedom, thelr llberty
to develop industrially and oltherwise, when duripg the pést
week, watchingron'teiavision, T saw what the residents of
bhe Missouri Valley wero doling to £1ght the Fliood.

They gathered from almnst every Statarin the Unlon,
they wergjintewviewed3 aome or %hesé workera, on television
by the broadeasievrs, they uere dwivingltrueks,-and filiiné |
sand bags 5o build up the levees %o hoid béek the waters,
they were working wilthout thought of sleep, and without
thought of compensstlon, because Lbhey saw & danger ab their
door. | |

\\éﬁmstim@s T feay that owe leaders 1ln the‘United
| States, oubside of industry mostly and inside of indﬁgtry?
too, fall to realize that there is a.great 1nternatioﬁal
danger immedistely ab our doors, greater by far than the
éxtraordinary flbod of the Mizsourl. When we see the dan-
ger there is no trouble in gotiling Amerieanz to unite. As
1t happens, I am Chairman of the Subcommittoe on Approprla«
tions which hzndles the delense appropriatioh. T should
11ke to say Just a2 few words to you about those appropria-
ﬁions,lbecausa they tell the story graphlcally of what this
country is tryimg to do. |

i Do you know that since the 1zt bf duvne, 1950;

the Havy of the Ualbted Stebos han oxponted from & Havy of
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200 vessels to 400?

‘Do you know that the military peruornel weering
the uniform of the United States bas expanded from about e
million and & qua%ﬁer mep o 3,700,000 men?

Do you kaow that the Alr Force hes axpﬁnﬁed from
approximately 45 or 43 groups ip Jume 1950 ve something
2 1litle bit wore then 907

That this great expansion bhas taken place while
our Govornment has dellberaibsly sought to bulld up our milli~
‘tery power with the use of every modern technrology, withoub
at the aamertime impairing our civilian economy?

“"We are engaged only in pertial*m@bilization becauss
no man is wise snough to tell when the Communlst th?eaﬁ_will
burst forth in totalliarian vigor and rorzor to crush fﬁee
pgoples all over the world. They have beer nlbbllng |
bhere snd nibbling there but the. dangerous thing which ws
must all bear in mind 1s this, that while our military power
~ bas been incrsasing ebsolutely, thet is to say, ve are mnch.‘
' stronger now than we were in June, 1950, we have not been
geinlng relasively with Communist powers.

‘. We are engageq in aa evms race, and we have been
holding back. We ere not lm full mebliization. ‘We are
pnls,ih partial mobillzation, and that mokes 1t a grest desl
more difficulﬁ to do the job tﬁa# mugt be dong beoause, aé

I say, we cennot Forosee how long we nust hold this iine be-
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fore the solution cen be ettained.

(lIt gives me a grest deal of satisfaction, there-
fbre, in the facse of such s thréat and such an almosﬁ 1n§upar-
eble problem that reats ﬁpan our shoulders to find the lead-
ors of a great lpdustry like the petrvoleum industry assembling
here regulerly to consldsr hoy thé petroloum industry mey
copperative wlith government (o sevve the Unlted States.

It will be my purpose uwherever the opportuni by
presents itselfl, as hééd of the Coumlttee on Iﬁtérior and
insulaf-Affaire in the Senate of the Unitsd_States, to cooﬁerw
ate with the petroleum industry in the effort to expand the
nppertunitj Toe productibn.

(Applause, ) o | |

W I thank you gentlemen.fow what you heve done,
whethar yau are the representatives of small oompanies or
ma jor aompanies, the Pstroleum Councll has bsen glving an
.example of what Amaricanﬁ can do when they get together in
the féce of great danger,

\T thank you, ihdeed, for the opportunity to be
with you for 2 few momente this morning:;>/<
(Applause.) o | /
THE CHATIRMAN: Senaber ('Mahopey desires me o
explain té the Council that he now mst ge to work, so under
the circumstana@e3159nator; we_wiil coasent to your 1eaving‘

But T do want to Gell you that we eve very groteful
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to you for those gensrous worda of commendation.
- Thank you s0 much.

’if'//Seeretary Chapusn, we have mads soms change in our
order of businaas.thia norning, in order to give full oppor-
tunity for reports Lo come to the Couneil from the various
Directors of the Petroleum Admipnistration for Defense. Ik
seems Lo me that 1n view of the faet that this Counell now
1a Advisory Agent to the Petroloum Administration for De-
fonse, as well as the 0il and Gaé Division, that we should
keep ourselves ¢losely aliled with and informed sbout the
‘ﬁctivitles that are being carried on by the defense sgencies
ad we would now like in the Begianing of this conslderstion
of the variousrproblems that ave 1& the Defense Department,
to have you Aead_off.in thle discusslon this morning.//

Secrstary Chapmen. (Appleuss.)

~ ADDRESS OF HON. O0SCAR L. CHAPMAW,
SECRETARY OF THE INTERIGR.

I(SECRETARI CEAPMAN: It is slways difficult enough
Lo try to appear before a council of experts, but when
you have o follow such a keen-minded 1ittle Irishman as
Semator O'lishonsy, it is even tougher.

¢ ﬁh@ Senator has Dhsen &oing, I cﬁnsider, & mervel-
ous job for his cauntry'and-he 18 ﬁorking very hard on kis .
various commlttees. He was Just telllng me, comlng over,
| abﬁut some of the work on the Avmed Sevvices Commitfee that

isfverﬁ perplexing and veny hard; and I realize some of:the
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hard decisions that they have to make.
H (' T think there 1s just a polnt there thet soms of
y&u peopls might very well heve your msmories refreshed on
briefly, sbout some of the 'problems we are faced with in &
natlonal point of view as reflected in Senator O'Mahoney's
remarks. You know we here find ourselves talking abount our
jlumediate problem of defensas, gettiﬁg adequete and sufficlent
suppiies of petroleum, not only sufficlent amouuéa; but to
bave it at the right plsce and at the right time, which is
‘the cruclal factor we are deallng with today. |
| {But over and above all of that, let's take & bird's
eye view of whai some of tho problems are that the leglsla-
tive branch 13 having to deal witk toeday and loak at the baclk-
ground f£rom which they have to work; and I am géing to spealk
only 1h round numbers, of Ifigures, begause I,doﬁ’t recall
in detall exact numbers. | |
| Let'e go back to 1916 and comp-fOPWBéd;andlook
ét our nabional picturé: |
‘In 1916 we had less than $2,000,000,000 in a nation-
2l debt, and we had less thap $33,000,000 in o national in-
come. What has happened since 1916 and 1952 where we find
ourselves teday?
) First, we wenf through the First World Wer, that
ieft us with an unusually heavy debt, unusual for us, and
theh before we wers bardly out of that First Worid Wer, not

so;véry long after; we dld hit 2 vather severe depression,
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and a considerable amount of money was spent to belp us in
that emergency.

tt Following that, we went then immcdliately into the
Second World War, which was extremely expensive, not only “
in lives of our pecple but also in dollers to ths Ameriean
égxpayer, which added up‘a tramendous debt fot the Second
Wgrld War but T went to say to you that the Second World
War was nothing compared with what I think the third one ia
golng to be in th@ cost'1f we have to face it because, as
you have seen aléeady, a3 ﬁe glose the beoks on the Thlrd
World Wer -~ I will change that‘remark ~= W& have never
closed the books on the firat ocne. We stopped the active
fightipg but the financlal books are still open on the Firat
World War and wide open on the second one, while we are pre-
paring at ap unprecedentsﬁ apeed in a peacetime.era for &
third war which we all bope by the grece of Cod may never
bappen bub that is something that is not within our band to
determine and that 1s why we have to be prebared to the full-
est extent that Lt is humanly pessible for a natlon. to he
and yet preserve the soundness of its economy se that we oan
peet this defenma and preserve our egonomic svablllty.
‘ ‘What hes happened under this Third World War prepar-
ation? We are golng forward tﬁday with the largest budget
ﬁhat is ever known in o pescebime history of any nation.

Certalnly the lorgest we have ever Known. What happens?
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A(You have to meke a hairline declsion when you are
sltting in two positlons, firsi, as adwmlnlstrators 6f the
executivé branch, and as legislators 1n the halls of Congress,
to determine whether these billlonz shall be spent in support
and protection of the domestle apd civlil cconomy as comparsd
with the billions we will have 0 spend for milivery defenae.

| W\ I mede only a slight referende to it 1ast'éven1ng
iﬁ my remarks, thalb we would cortainly be lacking in our
patrlotlism 1f we dld nét do everything 1ln our power Lo meet
the nesds of the!ﬁoys that we have sent Eo the batitlefields
in Korea and thav is thé thing that 1s disturblng everybody
az of the momsni.

| ;“What tas happened since that 1916 period, traclng
these events of history fob that paried# |

f\ A2 we are prepaﬁing_EOP this Thiré World War, which
we héﬁa mey pass, we ind ouﬁaelves today with movre than
é?T billion doll&rs of ipdebltednesa compared with less than
two billion in 1916 bub the brightest side of that, which
193 soms help to us, we find our nationsal lncome is more than
200 blllilon dollars & year, whlch shows the ingenuity of the
American industry can produce apd supply the goods for more
poople then any other nation had ever hoped to atbaln, such &
lovel of living that we have attained in thls country, apd 1t
ls through the.ingenuity of the businessmen of American

.

-that we haﬁa(braught Torward our stontard of liviag by in-
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creasad production of goods, and. increased markets, so thai
the peopls could buy the goods when Lhey were made .

. Tnat s one of the problems that we are faced with
anﬁ the people in the exeautiﬁa branch will have to make de-
eistions to determlne the valuss of things, which way we umust
go.

| . The game problem is faced by the Senator thils morn-
ing es he goes before hls comnittee to determine what items
he shall approve or dlszapprove 1in a budgetb. They are any-
thing but essy.
l(;Then we come back Lo the problem we are faced with
nere and this industey typifies what I conslder Ghe genlus
of Americe in the industrial field.
 When weo think of what they have accomplished since
1916, what they have contributed %0 meet the needs of the
1ndustr1a1‘ecannm3 of America, and then you find yourselves
today where the producis that you are selling, that you are
dealling in, 1n the highsgt domand ever Known in history,
1t is apparent from the record i% 18 no sign of sleckening
eny time soon, That 15 & Pacht, and facing us, with thls

tremendous debt on our hands, but a national incoms that

" helps us balance 1t somewhai, we sre still in the perlod that

we have to prepeare for ap unknown factor, &8 to whenh owr
onemy might atteck and as to phere.

\~Those are things we a¥o having to spend trotondous



amounts on to be prepéred for.

- \\Now, so much for that. As I séid, T wented to
give 1t & 11ttle setting for soms of the things We'are:talka
1ng about. | |

. Whon I spolte about tae noaﬁs you are disposing of
an& which you deal 1irn, Ghe demand for it is mgher than it
has Been in hiétory but all the goode of America, produced
by all the industriss of America; the market ls greater in
the United Stetes than 1t has ever beap bafure.for every
industrial piecé of goods thaﬁ 15 mads.

. Why?

JOné of'thé reagons is that you ave paylng e ﬁage
td the ﬁorking ﬁén that he can buy gour gﬁoda end that ia
iWhat hes happened and that is what'ia helping.

,AAThat bfings me 0 the point that I hope that you
‘péople wfii,be abls o work aut.and I fesld pevfeétly @ on-
- fldent tﬁat }oﬁ. will work it out; and thét 1s the problem
of éour lebor relations. You have-& problem facing'you,
with labof prdblemé, and T am certain.that if the Wage Sta-
billization Board will glve you an oppertunity, as I am sure
they are going to, and will give you a‘chance to work out
ﬁour relationships with lehor, T hope that you will get
togethar quithy on it and Lvy to work 1t out,

41 konow the Wage Stabillzation Board would prefer

that you twy to satule Ehxs Jauraalves within the framework

{
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of the whole structure of the ecomomy that we have to deal
with and I belleve that 1f both sides will enter 2 conference
on an understanding of a give and take basis, that you wlll
- fipd & common ground to meet thia orucial problem and I
want to say it is crucial. |

*If we had to face a serious interruptlion of produc-
tiqn’énﬂ distributlon of the petroleum industry at thls
cruclial time, you can underatand how some of the boys in
the fleld might feel about our own actlvities 1n this country.

T hope, and I am certaln, that you will find &
mosting ground to seible this labor problem just as soon
83 possible because 1t is to everybody's 1nterest, 3oﬁrs
and the interests of the counitvy, that we do 1t, ané I
only pess that on for what 1t ia worth. |

lﬂow, T was supposed o go beck to another meeting
early thlis morning but I am golng to ask 1f it is all ﬁighy
with you, I would like to stay here and hear & céuple of
dtscussions, partiaularly' with REd wérran and Mr. Gabely
.:and othere who ﬁill talk. T would llke to stay and hear it
'1nﬁtead of trying to 5@11 you people anything about whak
to do, I uant'to‘llsten, to see what T ought %o do.
Thank yéu.f( , ﬁ

.(2pplause.) )



33
ADDRESS OF BRUCE K. BROWN, DEPUTY ADMINISTRATOR.

MR. BROEN:_ It glves ﬁs real pleasure,that 1ls not
goft somp to introduce formally ﬁy succes=or, Deputy Admipls-
trator Mr. J. Bd Wavwen, of Midland, Texas,.cuvreﬁtly As~
soclate Direbtor,

My. Warien.

ADDRESS 0F J. ED WARREN, ASSOCIATE DEPUTY
ADMINIBTRATOR .
i MR, WARREN: Mv. Secretary, M. Chalrmen, gentle-
‘mon of the Gounciis
| ('t nave been ir Washington almost & monﬁﬁ dogging
Bruse Browa's foobsteps, trylng to absowb snma_pf‘tha-things
that go on in P&D. I heve done & maxlimum emount of 1isten-
{og and & minimum amount of talking. T do think, though,
‘that 1t 1s proper and appropriate for me &b this tims %o tell
you some of the reactlons that T have had since I have been
" hers concerning the Petroleum Adminlstration.
| '{ T have boen to the NPA, the Psntagon, and to
many other agenciaé; aﬁd I want you to know that there ls
nothing but compliments for the effsctivensss and the efflclen-
¢y of Ghe PAb groupf ‘ 'y
. Bruce Brohn has done everything in hls power,
given the meterial he had to work on, to traln me to teke
ovey his job in June.

| Remember I have anothor wonbh of thet coming.
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.t The men in PAD, General Davis, Elmer Batsell,
all of them have cooperatod 100 per eent. I want to express
tc them now my approciation. Tt has been a revalabion to
me that men drawn from indusiiny and every branch af the
industry, btrained men for specifilc jobs in this complicated
industry, heve come to thls job for a perlod of a year
or o ycar and & half with afrecognition god sn underatondling
to do the job of notional defense &s far as petroleunm
and submerge thelr own company and personal viewpolnts.

‘T ¢hink that bas been done to & remerkable de-
gree end I want to say to you geﬁtlemsn in the industry
who have brought these meh hove that you certalnly cught to
be complimented for that kipd of a conbtribution.
In my trips with Bruce Brown I have seen Secrvetany

Chapman on several occasions. I thlnk that there is an under-.
standlug and a confidence between the Becretary and Bruce
Brown that 1s & very lmportant relatiogahlop. I knoW‘Secre~
tary Chapmsh believes 1n Bruce Brown'a hbneaty, his objectiﬁ-
1ty in running the Petroleum.Adminigtration,land I would
like to say here to Secrceiary Chapman and to\you Counclil mem=-
bers that I amlgcing to stv;ve apd do everythiﬁg I can to
matntein thet relationship in the future. ]
| Thenk you very much.' f
(Applause. ) . |

MR, BRUCE BHOWN: <¥ou notlce the agends says therse
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wlll be brief comment by PAD'perLonnel.

We will atart out in the order of the listing,_
Me, Burrill, Director of our Program.nivision.

| This ls Oecil's lasgt appsarance before the .?PC
unless you have an smergency meeting because he and T will
leave at the same %ime, the end of Mey., Me, Buepill will
discuss the current sﬁpply and dewmand situstlon. |

ADDRESS OF CECIL BURRILL, DIRECTOR, PROGRAM

DIVISION, PETROLEUM ADMIN&STRATION FOR
~ DEFENSE.

MR. BﬁRRILL: Gentlenen perhaps it is a 1ittle.une
falr to make a predligtion at thig polnt when my successor
ey heve to 1ive with 1t but T am sure ho can change 1t
rapidly if necesséry. B o

The.wurlduwidé petroleun inaustry will.hacalled |
uponrto oparate at near capsclty levels dvring the balance
of 1952 grd through next winter. Assuming thet the Abadan
rafinery will maké ne codribution to world supplie# énd
also aésuming normai weather, our'estimstes indicate the
ref'lning operatlons ebroad will have to continue at abndrmal*
1y high levels. In the United States, refiperies will
have to operate necar ﬁhair ceproity ip order Lo meet domes-
tic demands, and exports that are st1ll affected by the loss
of products from Abaden.

Refinery cehsbrucilon has fallen belhind the growth
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in demand chlefly because meterlals have not been avallable
in the desired amounts. Undoubtoedly the Abadar refinery
shutdown contributed to the pFeéent tight reflnery sltuation.
ﬁeverthaless the industry cennot alfford to permit lts re-
gorve vrefining ¢apaciby to be so swall that the shubtdown
of one large plant will almodt create & world-wlde shortage.
Refining projecta are now beipg undertalen at an aecelerated
rate, but it will be 195k before mich remerve capaalty will
be re-establiched. In order Lo meet local civillen end
military demends and in order to cover the shorbage sbroad
1t will be necesaunry o run 6,900,000 B/D of orude in the
United States duving the 4th quarter of 1952 and the lst
querter of 1953. This is in excess of 91 per conb of;
capacity, which 1s very high in terms ol past experleuce.

| The estimate of refipnery runs durlng vext winter
takes ibto account the relablvely improved steck situatlon
on April 1, 1952, as compared with the same date in 1951.
At the olose of the first quaster of this year stocks im the
United States of the four major products were 8.9 million
barvels above & year ago. If District 5 is elimlneted,
where stocks declined 11.7 milllon barraels during the year
eﬁded Apr il 1, 1952, becauss of 1&?%@ military_demﬂnds
upon that aves, stocks of the fbur/éajor products 1n the.
balence of tha'ﬁnited Stated actﬁally incressed 20.6 million

barrels. This incroase wag aimost egually divided hetween
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Districts 2 and 3. Stock levels in Districts 1 end ¥

reﬁnineﬂ approximately the sams es bthey wers a yoear earlier.
o Grude oll stooks increased 20.7 million barrels
over a year ago o 2 level of apﬁrﬁximately 257 million bap-
rols., | |
Ho wmelisf féqﬂ the tanker shortages experliencad
since the start of the KoreenWawr is ip eight for next winger
and probably not bhvrough 1953. Thséefore, it 1s necessary
that the industry maintain Fefining oporations at high levels
¢through the sénond-and'%hird quar tors of this yeer when dow
mands will be aaascnaily inw in onder to storeprodwets for
use nexl wloter. 'Preliminarj gstimates indieéte that 1n the
twelve months ending Havamﬁef, 1952, spproximately 65 mtllion
barrels of all kinds of"ﬁéhkage‘willrhava been built. While
most of this wili be working tankage, 1t will provide some
additionel space for seasonal stocks. In the lnterests of
savihg both refinibg capneity and tanker tranaportatioﬁ,
it 1s important that seasonal tankege be filled by'ﬁha
start of next winter.' |
_ Crude ocll preducibiliﬁj in the United Staﬁea es s
whble wiil be adeguate through next winbter, particﬁlarly
when major pilpe lines mow under coanstruction in the.United
States are completod, but Californie will he shork éf crﬁﬂe
oLl and it will be necessary Lo divert nilitary 1ift1nés o

‘other aresas.
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The foregoing is based upon an inpcreasze In total
U. 8, demand in 1952 of 4.7 per cent in contrast to galms.
of 11.1 per cent in 1950 and 9.6 per cent 1ln 1951. These
estimates assums nc wmaterial change ln the internatlional or
militery situatlons and that goverament exmnditures will
sustain business ectivity at or slightly above the present
high levels. It &lso has been assumed that there wlil be
ne effeative limications on the manufacture of sveh petrolsum
aonsumiﬁg equlpment es aubomobiles and oll burners. Aboub
4.3 milllion passenger cars wlll be produced and oll burners
in uge will ipcrease by nearly 500,000 durlng 1952.

Another assumpblon which 1s basic to these eabi-
metes is that thefa will be no price lmpediments which wlll
interfere with the supply of petvolesum preducts, particularly
the movement of products from the Gulf to the FRast Coast
of the United States. |

Distillate'demands during the next winter assuming
normal weather ave expected to be 10.5 per cent or 180,000
barrels daily higher then last winter. In order %o meet
these hlgh demands it will be necesaary Lo cobtaln distillate.
yields of 22.1 per cent and 2%,1 per cent in the 4th quartew
of 1952 and the first quartef of 1653 resapectively. These are
1.3 end 1.0 percentage points higher thamp weve obtalned dur~
1né the' corresponding perio@é lest yeer. Also, relatlively

high runs apd distillete ylelds should teke place in thé
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second and third guar ters of this year in crder Lo assure
adequate distillatbe supolies next winter. RN

- Motor gasoline dem&nd in 1952 is expscted to be
up 4.9 per cent over 1951. Residual fuel oil demands ave
pstimated at 1,634,000 barrels daily in 1952; up less thaen
L per cent over 1651, If the vedustion in the yleld of
resldval thils year compersed with last year ls less than
0.6 percentage points, there should be no problem in meetling
residual demands for the country as 2 whole. Resldual sup-~
plies, bowever, probably will not be distributed properly
 throughout the country. Indlcations ave that there will be
an excess of residu&l in Distrliet 2 and & tlght supply con-
dition im Distrlets 1 and 3.

The temdency during the pest year toward excess
supply in Distriﬁt alprcbably will continue during the yean
“ahead unless crude rung are adjustéd and residual ylelds
are Paduned.

In District 5 elvillen demands are 1lncreasing ab
é slower rate than for the balensc of the country. Yet
with production ssaantially at MEH and wecent disanveries
at lower levels there is little prospect that pﬁoduction will
keep pace with demapd. It will be neaaaaary for ﬁSPEA to
buy from 50,000 to 75,000 barrels dally of the Weast Coast
Pequirements from other areas until additlonal crude oil is

made avaliable in Diectrict 5 from oubside zources. Comple-
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tion of the Trams-Mountaln pipe line from.Alberta.to Van-
gouver, B. C. i3 expected late in 19%53.

The important TU. S. demand and supplj statistics
.fOF the year 1951, ths year 1952, and the flvrst quarter

of 1953 are given below in thousands of barrels dally:

1951 1952 Flrst
Averags Average Qtr.1953
Totel Demand for Crude
and Products 7,467 7,821 8,702
Crude Q11 Production 6,149 6,345 6,501
Total ITmports 8o2 893 | 9858
Crude Runs to Stills 6,404 6,714 6,906

Thenk you very wmuckh.

THE CHATRMAN: Are there any gquestlions, gontlsmen?

MR. MAJEWSKI: I would like to direct this ques-
tlon: | Thisg is the kind of infopmation.that the induatrj _
can put to good use and T assume that 1% will be distributed
ag read.

Are there press releases today or at some future
date? This is of no valus. Here we asre. If T
could report all of this to wheever I can conteect, that
would be £ins, but I think it 1s yowr job to relesse 1t and
I hope you do.

MR. BURRILL: We can do that.

THI CHATRMANs Any obhcr questions?.
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Thank you véry much.,

MR. BRUCE BROWN: Most of our reports are in the
nature of Just'bringing you up to date on toples thet have
bsen dlscussed previously &nd probebly will be diseussed
sgaln ;h the Council bub the pext ltem on the program is of
s different nabure. It will take longer and 1t will cover
arees that have never been covered in the'Ccundil before.

I heve asked Mr. Gately to do a very hard job;'that'is, td';
discuas-a very complicated thing with the broad brush at least
to try to bring you all up ©to date on what thls Forelignh
Voluntary Ald Program is about, how 15 was g@heraﬁed and

whet bthe results have heen.

Me., Gately, Director of District I, PAD.

ADDRESS OF CBARIRS E. GATELY, DIRECTOR, DISTRICT I,

PETROLEUM ADVINISTRATION FOR DEFENSE.

MR. GATELY: ' The Forelgn Voluntary Ald Program
came into being nearly 10 months agso, o few days after the
last tanker carvying oll supplies left Iran. The initial
steps, howwveﬁ, toward offectuatling the progran ware baken |
in April, 1951, following the stwlke which caﬁsed the almost
epmpleta shut&%wn of the world's largest rellnery at.Abadan.

Although the Mid—Apvii strike wag less than two
weeks duratlon there uwere irretrisvably lost te pations friend -
1y to the Unlted States approximately 7,000,000 barrels of

' petroleum. Whlle the strike was in progress oll companles
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engaged in world-wide operations, forelgn and Amerluan,
bought heavily in the world markets, including the United
States, This ectivlisy threatened to wipe out the extsting
thin margin botween supplies and requirements throughout the
entire world., |

*(Apprehenaive that the pending Anglo-Iranian nego-
tlations would collapse, the Iintsresied agencies of tﬁe
United States Government, c¢ivil and milltary, hevipg pecﬁliar
responsibilities in internstional matters, agreed that the
Petroleunm Adminlstrator should proeeed immedlately to devlise
some plan o¢ mochenlsm to neutrallze any majér losslof Iraﬁianr
pebroleum which mipght recur.

¢{Accordingly, repregsentatives of 21l the Amerlcan
oll compﬁni@s engaged in foreign aperétiona which‘it_was
folt eould-contribute anythlng to the énlution bf the prob-
lem, were ipvited by the Petroleum Administration to attend
a mseting in the Department of ITnterior on Aprll 25, 1951,
to discuas the formmlatlion of & veluntary agreemen under
the Defense Productlon Act of 1950. At the conclurion of
this moeting, during which representatlives of the ﬁeparbmbnt
of State; Depertment of Defense, and Petvoleum‘Adﬁiniatré~
tion‘emphasiéed the seriousness of the situation an& the ne-
¢easlity of lmdustry help and cﬁeperatien-in useting it, the
company reprasentatives.qgveed in pringiple to the &evelop-

mens of a Voluntary Agrecuent oe piropozed hy PAD .,
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n Thefeéfter there was prepared a form of égreemeht
which after very serious and extended conferences with repre-
sentatives of the Department of Justice, the Federal Trede
Commission, 0ffice of Defense Mobilizaﬁion, and Defengse
Produotipn Administration, emerged with ths hecessany appro-
vais of all concernefl ss the voluntary sgreement for the
aupply of peiroleum to friendly foreign nabtions, dated June
25, 1951.

" The besic purpose of the Voluntary Agreement is to

provide a meens through which the Goverament can effectuate

1ts‘policy of' assuring that friendly forelgn natlons get
the oil supplies needed for the coumon defense effort.

VI ald to the aceomplishmenf of this purpose the“
egreement provides for the creation of committees, of the
colleotion of information, estimates and data, and the
proparation of plaps of action. |

'\ The voluntary agreement does pot of 1ltsell suthorlze
the taking of compensatory actions in respect to foreign
petroleun shortages but 1t does prévide the mechénism by
which such actlion may he taken. | That mechanism 1s a Plan
of Act.

4 Plan of Actlon No. 1, dated July 26, 1951, was

formulated to authorize thé taking of spseific actions or

measures to offset the loss of pstfﬁleum supplles from Iran.

?Like the Voluntaﬁy/&gﬁeemﬂnt, 1% wenbt through all the . -
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steps of consultations with, and approvals.by,.other inter~
eated ageﬁcieé of Government as prescribed in the Defense
‘frqduction Act.

¢'The action br meagsvres which may be taken uﬁdér
Plan of Agtlon No. 1 are vitellzed in the form of schédulas
whlch got for th Tho trapsactions, involving one or more of
the participating compenles, which 1% is fels wlll hslp make
up the loss of Irasisn supplles. Each schedule originates
in & Subcomnittee which must approveit vnanimously apd {for-
ward it to the Main Committes koown as the Foreign Petroleum
Supply Commlttes. The Malp Committee transmite the schedule
with its approval to the Adminlstrator, who may approve
1t and issue it as subnmitted, orrevise it snd issue 1t as
revised, opr reject it. If heo rejects it, no action may be
teken under it. If he lssues it, with or without revislona,
the affected paftiéipatihg companles are obligated Lo carry
1t into effect.

. Phe Voluntary Agreement and Plen of Action No. 1
constitute the framework within Which the Gevernm@nt in co-
operation with the ipdustry has attempied %O minimiza the
logs of Irapian supplies. |

. In the last week of Juna 1951, upon the accepiance
by 19 eompantes of vequests to partiecipate 1ln the Voluntary
Agreement, the Secretary of the InteriOE, as Administratcr,

appolnted all the compenics ss members of the Foraign
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Petroleum Supply Commlttee. Froﬁ tims to Lime thereafteﬁ
he appolnted an Executlve Committee and the following
subcommitteas:

Supply and Distvibutian;

anduction,

Refining,

Matorials,

Tanker Transportatiin,

Pipelipe Transporiation,

Overseas Lialson, and

Stabistlcal.

[llIt ie the policy of the Administrator to put any
company on & gommittee which demirss to serve on the commlb-
teo.

. The flrst}meeting of the commlttee was held on
July 5, 1951, pursuant to the call and sgends prescribed by
the Secretary of the Interlor.

' The mwost sericus problem which confronted the
committees was the procuring of aFcurate, up-to-date informa-
tion on the complicated and radiaéin@ effects that might be
cgused in mﬁny countries and ths many i{ndustries because of
the loss of 7'pﬂr'cent of the fﬁeé world's petroleum sup-
plies which theretoforse bed come Irom Iran. Included in
tﬁia 1038 ﬁe?él150,000 barrels éf erude oll e day, 13,400

parrols of avieblon gesoline, 210,000 varrels a day of re-
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sidual fuel oll, 46,800 barvels & day of kerosene, 95,500
barreis a.day of ges/diesel oil and 87,200 5arrels a day of
motor gasoline. | ‘

» That was the amount that this operation had to re- |
place. |

Imhé vast amount of detnlled and accurate Information
on the production, refining, transpertetion and diatribuﬁion
of crude petroleum apd 1is products abroad which had been
sceurmilated 1n World War IT under government ausplces wag
largely obsolete because of the sweeplng chenges walich had
gince pccurred 1in the world petvoleum situetlon., Blnce the-
end of the wer no comprshensive or coordinated effort had
baen mﬁde to obtain informetion of %he klnd and on the
acale necessgry Lo mest a problem of GChe magultuﬁa:of the
Iranian deficit.

, Thus the fifat worlk of the commlttee was the as-
aemblihg and analyzing of tho necessery lnformstion to deter-
mine where to start. For the first five wooks the commit-
bees meb almost daily with the/result thet by the mddle of
August chey were able to vecemmend to thé Adm1nist$atob
the first scheduling which involved 4,554,000 barrels of
crude oil and 258,600 barrels of products. |

.+ The committees have held 101 méetings to date.

Most of theiwr work has consisted in aséembling info?mation

N N

and making'estimaﬁaa conca?ning the\various aspects of forelg
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petroleum operations pursuant Lo regquests from PAD. The
continuous preparation apnd analysls of supply and require-
ment estimates for friendly foreigﬁ nations thwoughout the
wofld at the request of PAID have constltuted ome of the
most difficult and grduouns btasks the commlttees have had to
perform. B2ome of ithe veports rendered by the committess
are the result literally of hupdreds of thousends of calcula-
t1ions by|1nnumsrabla gtatistioal exports Iln the peiroleum
f1eld both hers and abrosd.

nTo daté, 22 schedules have been approved and lssu-
ed Dy the Administrator. One of these 13 = reiflning schedule
designeﬂ pﬁincipally to remove refinery bottlenecks and maks
avelilable edditiopal refining capaclty. The other 21 covering
a totel of 43,232,300 barrels of crude oll and products
pf”which 26,604,000 barrels are c¢rude and 15,628,000 barrels
_arefpfaducts, involyve for the moat part sales of exchengea
betﬁeen only two companies, ane a participant and the other
bne of the three companies which before the shut-down obtaln-
ed its supplies directly from Iran. TUp to the presént it
_ ﬂﬁa not appeared te ba.nséeaﬁary tb‘Schéﬁula enything but
these simple transactions. x\

+' Phe scheduléd transactlons have %aén equal to
épproximately one~third of Iran's output.

. Thls prograw has been In all respects under the

direction and supervision of the Potroleum Adminlstration
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for Defense. moﬁhing has bhesn done exeopt at the request
or wilth the pérmissioh or approval of the répresenﬁatives
6f.the Adminlstratbf. All the companies have dona.of tried
to do 18 to werk and try to help. .

(! Recenﬁiy the Assistant ﬁébﬁty Adﬁiniétrétdr in
charge of forelgn eperations, who has direct superviéio&.
of thélfuraign voluntary aid program rondered a comprohensive
report to thﬁ‘Secrebary ofltha Iﬁteviov on the program %o
the end of 1951. The followlrng is his eppralsal of ﬁhé ag-
cumbliahmanta:

V' Mhen the lest tanker with peﬁroleum suppiles
“sailed froﬁ.Aﬁadﬁn in June 1951, the dofense moblliza-
tion gffnrts of ﬁhe free pations of the world, imelud-
1ng the.United States, wevre in Jeopardy. Consternation

replaced confidence ln the minds of many of those
charged with the responsibllity of forestalling
Communlistic éggreséion.

A "Fortunately, the foretign voluntary aid prbgram
prbved its effeetiveneéa in time to prevent serious
dislocatlons, Confidence was reestablished, and
the impacﬁ of the laék off succsés in achieving & solu-
tion of the diffioult pollitical problems Lmvolved wa
medulated. | | ': . 8

V"It is ny ﬁiew, heaﬁtilj endoraed by my asso-

clatos who have worked on the Iranien mwatber, thet the
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participating camﬁanies, the men who have served on
the committees and the comwitteo staff deserve the
admiratlion and gratitude of the Nationlfor the signifli-
cont contribution that hss been made thwough thelr ef-
forts under the Veluntanry Agreement and ?1an/pf Action
No. 1 to the welfare of the country 1ln the present
cwergenocy. This vraport, coupled with the repat sub-
mitted by the Foreign Petroleum Supply Commltiee,
ovidences an accomplishment hoth by iadustry and by
gGovernmsnt which by virtue of 1ts very auccess has
failed to recelve widesproad recognltion or fuli
appreciation of the difficultles overcoms . "
"' gontlemen, 1n my hook, thet 1s a gross understate~
menb. |
MR. BRUCE BROWN: Thank 36u.
1 was thinklng thet this thing he is talking aboust

1s something llke the telegraph system. You don't mlss 1t

'when $4 is runnilng. It is only when 1t =uops that 1t bothers

you.

One ﬁhing, pot much has been heard about thls
thing because it has worked. |

MR, BLAUSTEIN: aagé thore been figures gotten up
as to possible over supdy if end when the Iranian refinery

15 opshed up agaln?

T am asking if that lnlormatlion con pe glven? I
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am wondering if both sides of ﬁhis plcture are beling looked
on currently? | | |
MR. BERUCE BROWN: Could you express that agein?
I agree there 1w enother side. What do you meen, suggest
that wé look at? | |
| MR, BLAUSTEIN: We are aésumlng the Iran refinery
will remaln closed. For that réaaon there will be a.conf
tinued build-up in the capaclty here. |
Now, then, if the Iran refinsry opens up, what will
that do, what effeét wili that have on tho petroleum indus-
ty? Will ﬁe have too much refining capacity?_.ﬁra we-
over~-bullding inr the face of that pesaibilitj?r
I em nobt saying we should not prepere for the
sttuation &s 1t is, if it continues, but I think 1t would be
interesting to know what the effect might bs on the indus-
‘try if the reverse takes place? |
MR. BRUCE BROWN: Wa.are not prepared to discuas
that, Mr. Blaustein, with the completeness we gre these
'ath@r topics but I will say this: |
’ In ths 1ntavest of brevity, we leoft many things
ung@;d.‘ You might go &t it this ways
e The total production in Iran was around 750,000
berrels a day when it was runniﬁg all out. Of that, 150,000

barrels a day of crude oil was golng to refincries outside

of Iran. That crude oll has becn found in other places.
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/’ Crude oil production in the Eastern Hemlsphere
has been increased Lo offset tﬁat, s0 we can set that off
as one plsae. |

Now, of the preoducts produeced in the rellnery,
about 220,000 barrels a day, or aboub 40 paf‘éeht; was
residusl fuel oll and the shut down in Abadanranithe con~
tinued ahub-down at Abaden is the woal reascn why we are
heving diffieulty ~- not why the Mlddle West ig having
diffioculty but why we ave baving difficulties on theVCoaat
with too little residual, bscause we haven't heen able
to quite make up that vesildual.

A third segment of what we lost was 18;&00_baryels
2 day of aviation gasoline capaeity. That was irreplacable.
The only way we beve been able to meet that 1u thé world-
wide basis has been to meet that 1ln the Unlted States.

1ook1ng at 1t in reverse, suppose Abedsn cowes
baok, but 1t hes ssemed to me that theee were The keys to
it, to what would happen:

In the first place, 1t 1s inconcelvable te ms that
1t would come back from zero to 550,000 barrols a day in
one fell swoop. 1t wlll bake ﬁima to met that back.

Por one thing they have to get Gankers to move the stuff
eway, so I would expeci thai the 1mpac£_of/ét coming back
would be more graduall T ean't tell you how many months.

Certainly I would expect it tc teke 2ix months.
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The other blg factor which I don'i think Mr.

Bunrill cévered but 1% ls'trﬁa and we have many figures on
it and'speak on 1t from time Lo %ime, the lncrease ip the
demand in the Daatera Henmisphore has begn more rapldé than
the increase in dem&nd in the VWesntern Hemisphere since the
close of World Wer II so that T would think that the comblna-
tion would et lemst very well cushion the shock that you
have in mind. ' |

MR, BURRILL: The best British estimabte is thatb
1t will teke from elght months to a year to got back in
full strepgth.

¥R, MAJEWSKI: Your romarks ere predicated on Lhe
assumption that when we achleve 550,000 Barrels st Abadan
then the impact will be felt in thls eountry. Then you
have to make another guess as to what will be the iuafeases
in tbis country in that interwval.

MR, BRUCE BROWN: And what will be the demand
increages.

MR.lMAJEWSKI t Yes, bhat would be lnteresting,
but 1t seems t¢ me, 1f you were asking a leading quastion;
thet you would say, What are the édmpani@s that operate
in Abadan golng to do? They wWould have ta be consulted,
too, and thsat is none of our business at the moﬁent. |

| JR. BRUCE BROWN: Theve is o third thing that cen

happen to frabisp oil. It is only a fow hundred miles



535

-forther from Iran to the Casplan Sea than 1t is from Alberta
to Vancouver. It 1s only sbout a thousapd feet higher in
the top mountaln pass. Anybody who hazs c¢ontrol of the
country and 300,000 toms of plps and & few pumps could ﬁake
care of that suwplus very easily.

MR, BLAUSTEIN: I wasn't teying to say that any~
thing should be done to ninimize the effort. I Jjust wanted
to see 1T we sre Gensldering 1.

MR. BRUCE BROWH: We worry aboult those things all
the time.

MR. BLAUOSTEIN: Thank you.

MR. BRUCE BROWR: Contlpulng, Mr. Hugh Stewevt,
Assistant Deputy Adminlsirator, 1s golng to dlseuss the
Petroleunm Pianuing Committee of the North Atlantic Treaty
Orgenlzetion. |

ADDRESS OF H. A. SYBVART, ASSISTANT DEPUTY
ADMINIRTRATOR, PETROLEUM PLANNING
COMMITTEE QF NATO. |

MR, STEWART: Mr. Cheirmsn, gentlemen:

y Mr. Gately hes éivan you & short review of the
w#rklof the Voluntary Program, gapriai on in the past several
months, in undertaking to glve direct éid to the friendly
forelign nations. Many of you haeve seen in the press commonts
on?tha Petroleuﬁ Planning Commlstee under the North Atlantic

Treaty Organlzaclon which uo gopmonly eall NATO. . Some



==

Pt

54
of you probably have notlced that C. 3trlnblipng Snodgrass

who 1s PAD's Assiatant Deputy in Charge of Foreign Petroleum
Operations went to Europe about three weeks ego tp éttend

the initilal meeiing of this Potrolcum Planning commitﬁee,

sb ﬁs‘thouéht that perhaps 1§ would be well‘to give'yeu 50ms
slant on what that Petroleum Plenping Commlittee propogea to
do apd whét cénneution PAD has with is.

" Basically, the committee is mede up of delegates

* Prom each of ths member countries of the North Atlantic

Treaty Organizetion. Such & committee 1z designed Lo ac-
cumulate and coordinate and discuss the petroleum requiré-
ments of NATO primarily 1n the event of aggression, of war.

The countries luvolved, or many of them, are strict-
1y consuming countries, with 1ittle o no supply to coptrib-
uté. Some of them are 1argé suppliers in eddltion Lo large
coneugers.-'AAa a resuit of tho discussions which have beecn
golng on for some two years in various ciruleé 1t was declded
that a small working group ﬁould be necessary Lo work on the
detailed Figures, thé detailed reports of petroleum supply
and demand; jusé exactly along the sams line that Coeoll
Burrill's program in PAD works within our own circle here.
Thenr this workimg group would supply the Petroleum Planniag
Committee with the naeaaéapy 1nform&tion and ﬁavicé.

PAD geots into the plcture thles way:

The Sec?eta@y of the Interlor wes dolegated
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certaln responsibilities with respect to petroleum under

the Executive Ordsrs arising in order to implement the
Defense Production Act of 1950. As Petvoleum Administra-
tor with responsibility for matching supply and demsad,
under defense moblllzation and under potential war véquire~
ments, he has to conslider not only the domostlc supply and
demand but hes to look at the internatlonal demand and sup-
Ply at the same time becauvse 1L 1s a trite s&ying that oil
1s global but any of us realizo that very keenly, and as &
result 1t was considered essential that the Potroleum
Administrator have a hand in and e strong volce in setting
up the Amsrlcan representatlon to the Petroleum Planning
Comm! ttee of WATO and in the working group of the smaller
number of counitries under that Petroleum Planning Committee.

The matter has besn worked out abt the present to

‘substantially this:

Mr. Spodgrass is the American delegate to the
Petroleum Planning Commlttee.

Me, Oscaf Bransky of the Mubtual Security Authorlty
1s his alternate.

On the warking group, Mr. Charles Hlghland, whé on
June 1 will sucased Cecll Burrill as our Dircctor of the
Progran Staff, is now in Burope, or has been therp, and he

has boen set up as Chalrman of the working group. In that

‘way the working group will carpy on with a little larger
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1nternationa1‘scope, df the:same'aort of potenti#llwartime
‘planning that PAD's progrem staff caﬁries on here at home.
That working[grﬁup will ﬁave avallable the basic informs-
tion, the experience, the judgment, that the Petroleum Ad-
ministratiqn can glve him,ror give them, and we will have &
11ké bénefit 1n gettiﬁg ¢loser informatlion, perhaps more
accurate information, on the ﬁetroleum Pequ1rements of all
of the NATO orgaﬁizationﬁ, under any foreseeable varlety
of military programs. r
| T think that covers the ground, Bruce. Z

‘MR, BRUCEVBRGﬁN: Thanlkt you.
THE GHAIRNAN;i Any queationa,rgentlemen, of Mr.
Stewart? -
MR. MAJEWSKT: Who pays for this oll thet is plag-
ned'fbr NATO? " |
I mean, I am & littls 1gﬁorant abhout that.
' MR. STEWART: I ‘'cen't answer your question positive-
1y, Barpey. I oan say the oll that is planned for NATO
1s the oil that 1s piannea for an all-ocut war and undoubtedly
~in that event we would ceﬁtrlbute & large part ofrthe cost.‘
Under the Mutual Authority work for the mobiiizéti on period
the United States is contributing and will eontinue to con-
tribute on that but that phase will be covered later in the
‘prograﬁ today by Mr. Dwyer who 1s ﬁhe Petroleum Officer of |
MF4,.
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MR. BRUCE BROWN: This whole thing of Mr. Stewart
is in the light of plans, It 1s not an 6perat1ng functlion
at all. This 15'& supeerrogPam divizion.

MR. MAJEWSEKI: I undersfood that but going home I
wanted to kﬁow h&w-it was goling to be peid for. I thought
meybe I would find'out.

MR. BRUCE BRG&JH: It iz the same 011' they use now.

MR. MAJEWSKI:+ I think I have found out.‘"We."

MR. BRUCE BROWN: There is a certainm amount of
otherdll besides ours, and & certain amount of currency be-
aides ours.

Mr. Morrison, Director of our Materlals Divisiom,
will discgsa the outlook.

ADDRESS OF R. M. MORRIBON, DIRECTOR§ MATERTALS

DIVISTON. -
f( MR. MORRISON: The materials sltuation continues
to lmprove. |

There ls an even chance that CMP as such will beé
abandoned before the yeer is out. |

This does noﬁ'mean}that &ll controls will be abandon-
ed. From e matsﬁials‘.standpoint 1t means that many items
will be dacbntrﬁlle& entirely. A medium for dlrective ac-
tion -- ﬁhat is, governmental suthority to direet the
production of individual caﬁmodities or specifio items -- I

hope will be retained.
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From & selfish and purely perscnal standpoint, T
feal tﬁe same as I thlpk do many of you. I knuw-we.who are
:on temporary_loén'wadt to go-home .- back'to our own'comban~
1387*— our owh people.'_If they would just "Jerk the rug" |
out from under all contfols, price controls 1nciudéd, ﬁe
are confident we oould take care of ourselvss. But‘bafnre
wWe defiuitelﬁ ro¢omand that all controls, except for direct
Militery apnd Atomlc Energy, bg removed, let us stop an& take
a look, |

Heavy plate 1is one of the most.critical items among
thé.stéel products. Annuval plate production_dﬁrihg the war
years reached approximately 13-1/2 million toms. ﬁuring 1950 .
thia‘production declined to 5-1/2 million tons. Many of
the facilities ko produce flate wsre permanently converted
to producinglsheets for consumer duﬁables. The annuel rate
of production at th@ present time:ig appro#imateiy 8-1/2
mlllion tons; .This increase 1s due in the maln to NPA
directives being placed on mills requiring them to produce
plate on thelr wide strip'mills and 1s'ﬁot due to plate
productlon expension.

Qlate production sxpansion was very nominal -~ in
the ares of 2-1/2 per cent -- whersas sheet and ttn mill
pruductg expansion ranges betweehlas and 30 per cenﬁ;' Pro-
duction of plate on aheet'and gstrip facllities [ not only

uneconcmical but pleces a‘dtécriminatory burden on those
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mi1ls which are capable of converting. With Military end

Atomic Epergy being the only consumers with a priority

.fatiug and no directive powers at the disposal of any

Government agency, I leave it to your judgment as to what the
production of plates would be. Using a component or "g"
i1tem 28 ar illustration, Atomlc Energy's lmitlally presented
requirements would have absorbed the entife production of
all menufacturers of heat exchangers in the United States
for a given guarter. With that agsncy being the only one
that could 1ssus priorities or directives, what would happen
to owRefinery and Natural Gasoline expansion program?

These two 1llustrations presupposze that there
would be no politically "favored sons. included in the
priority band. This feature requires a "llstening post”
constantly on the_alert, so es to protect the Oil and Gas
aﬁd.Oil Field Equipment Menufacturers in the clinches.

During the limited time remeining, I will devote
my remarks to that which is ﬁearest and dearest to your
hearts -- oll countrytubular goods.

Given the favordfle ecanmic atmosphere requlred
by the oil and gas industry, we foresee a serious shortage
of oll country tubuler goods for &t least the next few
years. Thess are our thoughts ~« of steps that should be
taken -~ providing lnvestigatiop and studies which are now

energotically belng developed prove practical.
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1. Whiqh_oﬁ'thé mills presently producing, ov
‘ thosa now in the pfdcéss of construction offacilities to
produce oil country tubular goods, would be wfiling to ex-
p#nﬁ thelr ﬁroduétivélor plapned productive capaelty 1f
maxiﬁum tax amortlizatlon were granted, and how-eérly ﬁould
they be cempleted, given top priority asaistance?

2. ~ Could industry and military spars a portion
ﬁf the praduction of seamless 6" iine pipe? The thought
beiné that it might be considerably gquicker to obtain maximum
tax amortization and directives for threadling and finishing
facllities and use existing 6-5/8" 0., D. line pipe rolllng
facilities. Resctivate the A. P. I. 6-5/8" 0. D. Grade F-25.
FProduction Division of PAD Go restrict shallow well usage
ﬁd this grade. There would be one adVantagarto the 6-5/8"
size in place of 7" in that in the future the difference 1in
81ze would minimize the danger of 1n£dvertantlj getting a
few jolnts mixed up ln a desep string. | .

3. | Just how much oll country stubular goods
can be mede abroad with the cooparaﬁion of Msa, 0I7 aﬁd other
agenclea repreaeﬁtiﬁg_our-roreigﬁ interests? This cooper~-
ation taking the form of utllizing mills other than those
dapable of producing qil éountry tubular goods for steel |
ﬁequired for the NATO preparedness progrem ~- delivering
scrap to those oll country tubular goods ﬁiilm and sttempt-

ing to establlish dependable monthly shipping schedules on
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an snnual or semi-anpuael basls. This could result in &
substential reduction in our export of oll ¢ountry tubular
goods from the States without affecting our foreign and
Canadian drilling program. | |

. Dri1ll Plpe.

Do we actually have to have sdditional drill pipe
facilitlies installed, thereby reducing a llke tonnage of
mich needed 5-1/2" casing? Isn't the substantial ilncrease
1n drill pipe shipments over the last few years aufficient.
to catch up with our present shortage pefare additional
Pacilitles could be installed? Drill pipe production has

been as follows:

1950 52,000 tons.
1951 82,000 tons.
1952 ' == pOW belpg produced at

the rate of 106,000 tons.

If anyone has any more ideas, or better ldeas than
tﬁoae mentioned above, PAD would surely appreéiate them.

To 1llustrate the nedsssity of exeréiaing the ut-
most in thought, study, end planning during thls present and
next 6 to 12 momhs phase of decontrol and agein using oil
country.tubﬁlar goods as an 1}lﬁstratinn.

Tf the CMP is suddenly eliminated, where does that
put us in the eguitable distribution of OCTG? Would 1t .

be desirvable to take steps now to elimlnate OCTG from the
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OMP plan altogethar, revising M-46 so that PAD would hold
the complete distvibution and through FPA establishths diree-b
bives on the mlills to praduoa the maximum amounta in 2 manper
similar to the mill melt sheet formula now used for nickel
alloys? This might eliminata e very hectie period that.
could occur over uight.
Gentlemsn, I hope thet I have glven you 2 brief
L undersfandable plcture s to why we cannot welax 1n_the
home stretch, as a Jockey 414 the other ﬁay wheﬁ hé 1ook§d
back to see how ¢lose his competitlsn was and_got npsed out
before he ¢could get hls mount back.in stride. |
Ir théra ére any questions or suggeations they will
be welcome. ;/
{(Applause.)
THE CBEAIRMAN: Any queations?
Thank you. _
MR. BRUCE BROWN: Mr. Foree, Director of the Domes-
t1c¢c Production Diviszion. | |
ADDRE38 OF Rf L. FOREE, DTRECTOR, DOMESTIC PRO~
DUCTICN DIVISLION.
/ MR. FOREE: Mr Chalrman, Mr. Brown:
I thnught for a minute Dick was golng to leave me in
an awPul hole.'=He got to telking about thipgs getting eas-
ler, controls golng out of the window, a lot of matérial

hare and there.
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You are rot going to like what I have to say about |
tubular goods. I wondered if I could shift to the repdrt |
on the Patent Committee before I talk about tubular goods?

It might be a defense of what will happen in the third quar-
ter.

The House Small Busilnessa Committea, as momt'or you
know, held a hearing on Mazch 8th to luok into the alloosa-
tion of 011 coﬂpury tubular goods, end they 1nwestigated
it very thoroughly.

Prior to the hearing, two investigators, two
staff lnvestigators, cams over tn_tho village”andﬂspent gbout
& week or ten days. Theay hgg?ﬁflittle trouble like I &id
wh@n I first got there, Tﬁgj‘wére bogged down, too, and Lhey
called in & Doctor from Austin, Texas, who had besen an
- administrator down there. E The Doctor told me he came up
‘to washington to Llook at the records of PAD, with a pre-
conceivad notion that there bad bean 8Ome miahsndling of
the‘allocatlona. He was of that opinion.

On the day of hia aﬂrival,he called to the village
end sald, "ill ynﬁ aend various files over to. ths H1112"
Thay aaid, "Yos, but what for?“

He Said “BP-jBotfiﬁ-fﬁfﬁBrﬁm He would like te
laok st them, .
T sald, “How aboul sending Dﬁ. Boterit over here?”

S50 he came over. A% the end of four days, the
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Doctor sald to me thatb:

"r want Lo maske 2 copfession. I came up here
with the preconecelved notion of something‘beihg‘wrong_and I
£1nd none. I flnd.you have made some mlstakes ae anyone
would but there has been no favoritism.”

So the hearing heold on March 8th was'hsld in &
friendly manner. Thefe were some suggestlons that came out
of the hesring for changing the standards. Those are beling
considered and some will be adopted. I think they will
" help the standards a little bit. But one of the principal
things we are ﬁrouﬂ'of is this statement that was given at
the conclusion. I will quotes

"Phe investigation developed that the personnel

of PAD has consistently attempted to allecate otl country
tubular goods falvly and impartlally within the llmita-
t1ons imposed by a formula which of necessity had to
be developed through trial and error.”

. That is whet the commlttes found.

I understand that in originating that formila there
was & good deal of triel in it and of céurse thers had 0 be
some error. |

At the opening of the March 8 hearing, Al Frayne
did & éood job in reading a propared statement which Mr.
Brown, Bruce Brown, had preﬁarad, and i commend it to you,

for your reading. The wind-up of thet statement to me ia
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a8 very lmportant sentence. It said, "We concelve our-
ﬁelvas a9 umpires and not dictators."

Now, we talk about the third quarter. Dick has
told you that 1tis.ahprt and 1t 1s, looks short for some
time. We have thought iﬂ the first quarfer we would take
& realistic approach at the allocation of tubular goods, In
the past we,have not pald too much attention ta-carry-over;
We bave Lssued tlckets that DPA seld we could Lssue, even
though NPA said there may not be‘tﬁﬁt much steel made, so
we thought thls tims that the tlokets would go out of PAD
and all be able to find a home. There will be no' swapplng,
no trying to find a place, we think that for each tlcket
there will be a ton to cover it, and that is one of the rea-
sons that this third quarter 1a going to 1oqk very bad to you
when you get your allocations, which ere nﬁw finished. They
will be malled oﬁt posalbly tomorrow or the next day. ,

| The second qua?tef we lssued %25,000 tons of tickets,

prigaries, weve T5 per cent. This time we are starting out
with 400,000 tons, 25,000 tons less.. off of that you have

te talke 23,6§$ 5o nf drill pipe, so your primery split,

the 75 per cieab, will ba 282,the aplit between the B group

and the A group will be, the B group getting 59.9 per cent,

or 169,087 tons, and the A group getting_#O;l per ceat or
113,195 tons. |

' The caleulated need of the B 6parators ce 146 --
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the cﬁlculated need was 276,950 tons. That had to be ocut
k0o per cent across the board to come within the provision
of the standafds;

I say you ars not going'to like the looke of that
firat tloket. |

There will be 94,000 tons of supplemental, 94,000
tons to be distributed theve.

Thers will be approximately 60,000 to 70,000 tons
of conversion. That is up a little more than it has been,

Ve tﬁink there will be some otherrmilis that
have not been ~making the pipe, come into the plcture, and
agaln we will distribute conversion on aﬁ application the same
&s you would on your suppiement.

This 1z the same old story, requesta for 1,178;000
tons, tn the third querter, Whether that is real or unreal,‘
we have only got 400,000 tons to take cars of 1it.

Thirty years ago, as & greenhorn roughneck, the
farm boys said to me, "Go up to the tocl house and get
those pipe stretchers,”

Boys, I am géihg up to the tool house and see 1f I
can find them./- |

(Applause.) |

iﬁE:OHAIRMAN='fAny qﬁestloné, gentlemen, that‘you
wish 6o addreSs.ﬁo b, Foréé? |
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Mr ., Pyleﬁ} N
MR.'PYLES: Mr.cha;rmaﬁ, and Bruce, I'roliowed
_with a graaf deal of 1n£erest the report of Mr. Burrill on
supply and dam#nd. I think on a world-wide basis there is
only one place in the world from the production of crude ofl
that we are 1nr$hort supply,; namely, Californls.

| I also.ﬁoted ﬁlﬁh a great dsal o: interest the re-
port by iMr. Gételji a3 to ﬁﬁai had been done in solving the
problem caused by the. shut-down of the reflnewmy aﬁ Abadah.

Tn Balifornia, we note that we are to bs relleved
in our_;hortage program by & pipe ilne from Cana&a'té the
Northwest. We read with interest §f a pipe line tﬁ Be bullt
from West Texas to California. As to whether we are in
accord with that plpe line I em 1n no position at bh;s tims
to say. | -

Now, it is flne for PAD to look forward and in
the future to come to the rescue or‘dalircmnia. We bellevs,
even though our records for the last year or so have not been
too good, that we stlll have oil to be discovered in Californ-
ia. In faot, within the lest two wesks it 1s the opinion
that we hﬁve discoversd & major oll field; and we also heve
other areas, namely, the Tidelands, in the opinion of those
from California, we have & tremendous emount of oll te 50_’
discovered and prqduceﬁ.

Now, in the light of that shortage and the shifting
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idf 40,000, 50,000 or 60,000 berrels a day production from
the Paclfic Coast to other aresp, which is at great expense
to the Governﬁent,lwa eanhot see and ve do not underatan&
1f 1t is PAD's fumction G0 endeavor to cure the ‘problems
that‘exist on & world-wide basls in so far as the production
of crude oll 1s concerned, why we cannot , sven though we
way be one of the bastard children, 6annot receive.soms spééial
consideration from PAD from the standpolnt of_allaqation
of tubing end tubuler goods.
We do wave and can drill a large number ofrproduc-
tion wells 1f we con only secure the pips.
T realizs that that is a most difficult problam.
T reallize that Bob, belng from Texas, would be subject tp
belng shot 1f he went back to Texas any way soon, i Californ-
1a received some special consideratlion. But 1f it 1s the
problem and function of PAD to overeous these shortages in
supply, then why cannot we get soms speclal consideration to
drill edditional production wells which we cannot do, and
" help relieve this shortage in California, which cannot be
overcome for & matter of two or three years even on your
Northwest line and I don't know what the siﬁuap;pn is on
your West Texas line.
MR. MA#EWSKI: Where is Mr. Pyles from?
MR, PYLES: I happen o be from Texas. If this

situation existed in Texas I would be the filrst fellow to
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get up and say, "Give it to them."

MR. BRUCE BROWN: Co back for a minute to-Worid
War II. 'i?her*e was no allocation of materials as mch.

The eontrois wera‘a'spacing. Wells drilled dropﬁed tﬁ ié,ooo
s year. We have s much larger pﬁogram.. We atarted this
trlel and error system of the oll, distrlbution,of thé ol
éountry tubulaer geods, we itrled to set up a‘sﬁstem‘

to make a minimum of interference with privaté judgment and
enterprise. Cenﬁequently, the controls that we ﬁave.placed
on oil country'tubular goods at this time have been not

on spacing, nor on where wells are to be drilled, bub on‘

an sttempted equitable distributlion between the applicents
for goods, on the basis of thelr» pest history and thelr
forward programs. |

We ere not allocatipg oll country tubular'goods
tb aﬁaaa, geographical areas. |

| Perhaps the s;mplest 11llustration 1s -- I remember
the slogan of Texas, 4£'States,and 55 for ipdustry.

The Texas companles operate in California and other
placéa. They come in fov éllocation. They don't ~- Bob
doosn't require - PAD doosn't require them to promise they
"will drill oil wells just in the 3tate of Texas or justiln
the State of Califabnia.ar just the State of Oklahoma or
any place else. We give them the ticket to go to the steel

wills snd buy goods and from then on they are on their own.




'ﬁuw, 1f we were to try to allocaﬁa oll country
tubuler goods to oil, So the need. for dii; which I conceds
exists in california, these are some of the things that would
happen:

Flrst we would havé to revise our aystem.

Second, if we allocate goods to oll, there are
places where you can gét more oll per ton of aﬁéal than in
California or Texas.

We have tried to stand firm on & 'minlmum of con-
trols. I know of no way we can direct.oil country tubular
_ goods to Californla except to order companies to drill
oll wells in Celifornia. We just have -- ln fact, I hed
a discussion yesterday wlth s company.

I'said, "aren't you opervating in Texas?"

"Yes."

“Well, we spe not telling you where to drlll these
wells, whether you drill im Texas or California.”

If 1t gets bed emough, not 48,000 barrels a day,
not 80,000, but some enormous shortege im Californie, we
would nave to modify ourrsystem. Any modifidation we make
Wwill be in the directlon to tell you where to drill your
wells which we have avolded to date. It is just & race
between & shortage aituation in California and controls.

Tf all controls were off, which is belng sdvocat-

od, we wouldn't have the problem. As long 8s you have to
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have controls, I think the greater good 1s served by baving
the type we have, where you exercise your own judgment,
On pips liﬁea’ this line 13 in Ceanada, It‘will
be e real help to the Pacific Coast situation when finished.
As to the plpe 1line from west Texaa to California,
looking down the road as supplies of pipe eazed, we 414 not

want to be in the position in PAD of standfng in the way of

‘any private enterprise dolng anything because after all you

spend your own money, ao when we saw that pinpolint in the
matorial sttuation we gave permission, not to. ona line, but

to two, West Coast Pipe Line, which wents to build & line

from West Texas Lo Califurnia, with its own money, with 1ts

own customers, takling its own chances, we gave them permis-
sion to construqt.

They sre on their cwn, from now on out.

As you gentlemen, I don't know whether 1t will
be profitable. At least we got out of the way, That 1=
all I can say. _

MR. PYLES: We do not want any centrels or the‘
Allocation of stesl on the basis of ths barrels vecelved.
Thet 1s not the polnt. I think everybedy in the oil husl-
ness knows that if you came to thét, where you would allocate
steel, it isn't ip this country. You want the oll where
you need Lt., Ths pointli am making is that the oll 1s now
needed and will be needed in Californis before sny of your

pipe lines can be bhilt.
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Now, 1if it ia the Tunction -~ 1t 13 not the func -
tio; to allocate steal to the barrels or oil, and I don't
'agree with you that PAD couldn't ehange that, 1 we have
the ahortage, it 1s recognlzed both from the military, from -
PAD, from inGustry, that there is & shor sﬁpply in Caeliforn-
1a. We merely ask you to do aomathihg for Callfornla to
relieva us of that eoadition the same as you have done for
Abadan and many others that PAD has done 80 wall. That is 811
we are asking.

THE CHARMAN: Mr. Porter.

VMR. FPORTER: I just want to address & question‘to
Bobh. | _

In the light of your repﬁrt, what do you think
of this 80,000 well program that wé were talklimg about at
the beginning of -- the lst of July of 19527

MR, FOREE: Well, at this time we are drilling at
the rate of approximately 48,600 wells & year, as of today,
so that would take care of the 1952. |

T am looking fovr Mr Morrilson to provlde 011
country tubular goods for 1953.

THE CHATIRMAI: Any other questions?

7o meet the eommitmantsrof Col. Montgomery, who
18 here repressating Brigadier General Johnson of theﬂ

Munitions Board, whom I understand, lMr. Baker, 18 goling
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to school down at Humble tﬁ;a week, andzwho 1s not here,:I
want to move further in the agende and at this time {ntroduce
Col. Montgomery.

ADDRESS OF OOL.'MONTGQMERY, MUNITIONS BOARD.

C6L. MONTGOMERY: Mr. Chairman, and gentlemen:

FPirst T would llke to express (eneral Johnson's
regrets at being unzble to attend today. I am sure ke is
golng to derlve a lot of beneflt from the Humble school,
as all of youwr peopie who have attended in the past have,
and aiso to express his appreciation for the extraordlinary
efforts which industry hes taken and which PAD hasg taken
to mest milltary domands. |

Requirements of the Department of Defsnase for
petroleum products covering the pérlod ¢losing 30 Junel1952
have been made known to the lndustry through blds, invitatlons
for blds, lssued by the Armed Services Petroleum Purchasing
Agents. With the exception of a small quantity of aviation
gasoline these bldes have been covered.

| Fiscal year 1953 requirements for ell petroleum

products aré neturally going tb be subject to budgetary limi-
tetions as finelly enacted by the Congress ln the Approprisa-
tions BP11ll. As of thié date, béséd upon & conaoildation of
information furnished by the thﬁee military departments,
which we have used as a prelimlinary forecast of dur require-

ment for filscal yeer 1953, indicates that we will have an
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{ncrease in demand of approximstely 18 per cent overall.
The majoriﬁy.of the products will show an lncrease of sbout
10 per cent, with a highér percentage 1nrav1at10n fuols,”
both for reclprocating“englnes aﬁd jets.

moﬁ; thé.foregoing remarks, or report, I would
1ike to emphasize, refer to ppogrammed‘pfocurement for 1953.
The aotual off-takéF&rom {ndustry during 1953 will probsbly
varj from thé procurement. program.' This variation.will be
attributable to & combination of elements, among which are
incomplete deliverles, agalnst contracts far current or
future periods, and in some inataneea cbnt?act termihation
dates are extended apd in other instences contracts are per-
mitted 0 expire uncompleted.

We alweys have the bugaboo of changeshinrtraining
programs due to'unfbreseen circumsﬁan&es. Therefore the
procurement program in 1tself does‘not néoessarily feflect
the total demend to be placed upon industry during the
perlod. Itris our'beat guess at this timo whidh we thought
would be of intereat to you gentlemeno

- For thosa of you present who knew Admiral Bigsey
I thouht you might_bs 1nterested in & recent letterri hed
from him; Hé asked me to axpreésihis'greetings and td agy
he is very busy herding soms 70 ships and crafté,arbund-?ar
Bastern waters, and spparently snjoﬁing‘himself véry much.
Thenk yoﬁ. R
{applauss.)
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§
THE CHAIRMAN: Gentlemen, we had planned to recess

the Couneil at 12:45 today, and the cafeteris downstaira
has been alerted to take care of the anticlipated require-
ments of 2 hungry group. We bave in mind we will reconvéne
at 1345 to conclude our sesslion early this efternoon.

| Mr. Brown, wlll you continue?

MR. BRUCE BROWN: Mr. Walsh, Director, Natiral
Gas Produaﬁ}pn & Frocessing Division. ’

///,//ADDHESS OF MR. R. P. WALSH, DIRECTOR, A NATURAL
. ‘@AS PRODUCTION & PROCESSING IIVISION.

MR, WALSH: Mr. Chairmen, and gentlemen of the
Counecil:

The Naturel Gas Division 1s the operating dlvislon
of PAD whidibas the reaponsibllity of insuring the produc-
tion of natural gas and natural gas liquids._ ~In discharg-
Lnglthese responsibilities we work‘in close cooperatlon
with the Gas Branch of PAD to.devélop programs which will
meet the requirements for natural gas, We work with the
Production Division in an advisory capaclty with respect to
the éllooetlon of oll country tubnlar goocds to gas operators.
This work includes 1nvegtigation of end recommendations for
the developmsnt of storége pools.

We work wibh.the Refining Division to insure pro-
duction of natural gasoline and allled products for essen-

tial blendlng uses.
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We also ha#; the job of securing an adequete sup-
ply of LPG. |

.Thé types of ‘projecr. to which this Division gms
priorities assiﬁtahce and allccates materials for are ﬁatur-
él'gaSoline plénta,.dehydration plants, sulphur recoieryr
'_ §1anta when apér&tedlin connection‘witﬁ any of the above
‘ hfacilitias,.éycling end pressure maiutenancerprojects,
underground storage projects partioularly fderPG.
| | Hﬁ“also aiiocatelline plpe for gatharing systems
for any of Ehe abawe-described'projecta.

We make recommendations to DPA on appliéations-
far certificates of necéﬂaitmlfor'éccelerated amontiza-
tion, for types of projects described above.

As of Aprill lst,.the Divisicn had handled 357
applications for priority asslistance and authority to con-
struct ocoverlng projects wﬁose total construction cost 1is
‘something‘ovar $308,000,000. |
| We have bandled 152 applications for certificates
oflaocelaratéd amortlization with & total dollar valuen
of somathiﬁg over $288,000.

The cepaclty of new progess plénta completed in
1951 was approximately.24,000lB/b. qujectswnow‘apphoved
and scheduled for completion in 1952 willl have a capaolty
of 100,000 B/D. Projects mow approved for completion in

1953 have a capscity of 54,000 B/D. . For the eight quar-
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ters 1&#01?6& the rate of cﬁnatruction of new capaclity 1s
about 26,600' B/D per quarter.

A point of interest is the 1ﬁcreasing percontage
of L. P. G. tp'ba produced at patural gasoline planta. About
50 per ceat of the 1951 production was L. P, e. Analysis
of PAD-26 applicatlions shows that about 60 per cent of
the products to be made in plants under construction will
be L. F. G.

sines L. P. ¢, 1= one of our hottest potatoes,
maybe & further word ls Justified: It appears that there
will be productive capaclty to match predlcted demand. Ao~
 tua) production is 1likely to be controlled by price factors_
' an& storage capacity to handle the e¢xcess summsr produc- |
tlon, At April 1st, 1952, PAD-26 applications covering
2 million barrels of underground storage capacity for
L. P. ¢. bave been approved, and was under constructlion.

Great strides are being made in connection with
underground storagg.”f o

Thera were éoﬁe 3,b0OVproducing naturel gas wells
drtlled in '1951, &s compared with 2,800 im 1950. Distribu-
tion of these wells may be of some lnterest to you. Approxi-
mately 30 per cent wers drilied 1in five Apﬁalachian States;
35 per cent were drillied in ths three Southwestern States,
| and 35 per cent in the uth@r Staﬁes where gas 1s produced.

It eppears we are addlng tWO new States, Maryland
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and v1rgin1a; to the list of gas producers.”‘fhaxbeat cur~-

rent estimate 1s that thers'ara soﬁathing 1ikor65,00019parat1ng
gas wells in the Unlted States. Under a 55.000 weli per

yoar drilling program statlstics lndicate that we can ex-

peot about 8 ﬁar cent will be produeing naturgi gas wells
which means thet under the expanded program we wWill be drill-
ing ges wells at ths Fatalaf about 1100 per guarter.

To.aacomplish its part in the PAD program our
Division reguires about 65,000 tons of steel per quarter.

MR. BRUCE BROWN: Thank you, Mr. Walsh.

Any gquestlons?

Mr. C. E. Davis 1s the Azslstant Deputy AdminiatraQ
tor in Charge of Daméstic 011 Operatiops, succeoding Al |
Frayne on the lst of March last, anﬁ*in that capacity he has
gensral supervision bvev all of the domestla“opernting
divisions and operating service divisions of PAD. However,
this morning he will take up only two'SpeciaL_tppica,'hotl
toples, which caused him & great deal of trouble and probably
wlll in the future. He will talk to us about Navy special
fuel oll and aviation gas and a third problem,,OPé///

ADDRESS OF C. E, DAVIS, ASSISTANT IEPUTY ADMINIS~
TRATOR IN CHARGE CF DOMESTIC OIL OPERATICNS.

MR, DAVIS: Mr. Chalrman and Members:

Navy Special is one of ths orphans of the moblliza-

tion progrﬁm. Nobody wants 1t, only & few of you have had to
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provide for it, and 1t 1s_aome§hing‘that everyone would 1like
to 1gnore,'but'in a very short time now'it will be baeck with
an 1ns#t1able appotité which somehow or other'will have to be
‘satisfied: | | |

In October, 1951, we issued certaln dlrectives
to cover a shortage of 2,000,000 barrels in the Gulf Best
Coast area with ah understanding that delivery was subject
to £ determination af prlce agresable to buysr and seller.
The delliveries were masde in good faith but 1t took weeks of
negotlation to arrive at.prices that were probably not
satisfactory to eithar. |

The U, 3. Navj begen this year with a shortage
o: 5,000,000 barrsls ln the same ares arﬁer obtalning all
they‘could get eléewhere. The reason why the Navy has aso
mnchfdifficulty_in filling their requirements are two-fold:

Pirat, étringent specifications require the
prodﬁction of a special product for whligh there 1s no other
. market aﬁd most companies elther cannot or do not went t§
produce 1t. | | o |

Seeond, the priée.at which 1t can be sold Qoes
not represent the market value of the components required
to blend 1t. | |

As long sgo as lsst September, ‘theﬁmn urged
the OPS to elther decontrol Navy Special or privide for

negotlation of prices ou the realistie basls of compbnent_
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values. In this we wers unsuccessful. During the first
Quarter of this ysar while the Navy was rapldly running out
of fuel and we were running out of tlme, the price question
dragged on blowing ﬁot sod cold until on his lest day in
of fice Mr. DiSalle‘sighed an order establishing celling
prices in all arsas. The ceiling price of $2.10 for the
Gulf Coast is equivalent t0 selling the gas-0il or cutter
~8tock component at 7 cents per gallon in a tight market
where the lowest price wes 8 cents per gallon. When this
unrealistlc celing price did not produce the required fuel
oll and the positlon was becoming desperate an understanding
was reached between Secretery Chapmen apnd Mr. Wilson that 4f
the requirements could be met in March and April the whole
price question would bs reviewed and new decisiona reached |
wlthout prejudice to actions taken under the existing cell-
ing. With thia'assurance, offers were made and accepted
which together with a reduction in the requiremsnts resulted
in full coverage through the month of June. |
The other major distortion in supply 15 recent
months due entirely to price considerations has been en-
countered in conrectiocn with heating oil for the eeatern sea-
board.- After months of frustration in our efforts to get
OPS to remove the econvmic straitjacket caused by an unrealls-
tic Gulf Easﬁ Coast celling price raiat;onahip and astronomi~

cal tanker rates 1t was pecessary to call on the major sup-



81

pliers to meet an éstimaﬁeﬁ shortage of 3,000,000 barrels
1n the three months beginnlng in February at e substantia1
'financial loss. We felt juatified in this pequest whsn
assurance was received from Mr Wilson that the whole
Gulf East Coest price question would be seriously examined
with_a view to taking correciive msasures by June 1, 1952.
The unexpected resigngtian of Mr, Wilson with whom the agroe-
mants-concerning pricé review on both Navy Special and
heating oll were made is of course a declded setback to
the prospeets of an early sclution to these pressing prob-
lems. We do feel, however, that with the studies now under
wey in OPS there 1s stlll reason to hope that all is not lost
snd that favorable results can still be achleved. |

On the questlon of aviation gasoline which is the
perennial for all m@étinga it seems to be the one p#éduct
which we started pu;{withfa decided shortage and the shortage
haﬁ oontinu;d aver sinbé the orgenization of the PAD. Back
in 1950, before Korea, tﬁere was, of course, ample aviation
gaeoline té supply all the regulrements. Immedletely
hostllitles beganlin Kores, demends went up sharply, and
over the succeedlng 12 months, with everlasting tributé to
the petroleum 1ndu$try, aviation gaséline was more thén
dbubled {n this period. o

Last year, when the poslﬁion seemed %o be_aboﬁt‘in

baiance, the Abedan ?efinery closed down and'cauaéd a ibsa
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of 18,000 barrels a day of aviation gasoline from the world-
wide'produntion which placed foreign requirements ﬁf aviaﬁion
gasoline 1n serious position. We aﬁ that time belleved that
although most of the surplus préa;;tive oapacity had béen
squeézed out in the precedlipg 12 months that there was still
considerable remaining and that'he oould probaebly over a‘

. pericd of months make up the deflcit for the Iranian shortage
‘wilthout too muach difficulty. Along 1n Beptembér ﬁe receivéd
& greatly increased demand from the ﬁilitary which was more
than the straw -- several straws -- and the camel's b@ék ﬁaa

)

completely broker at that time, requiring that!

)

wlth every possible production with;n the ecbnomic reason

we g0 &l) out

to meximize aviation gasoline,&ﬂﬂhﬁ 1ssuance'thefeafpar of
PAD o;ders Nos. 3 and %Jﬁigh.thg purpose of”geﬁpipg.the'
waximum production that could ﬁe sbtained with existing
facilitles.

We have, &s you probably know from press accounta,
had‘oonsiderable objections to PAD OPdér No._#, particularly,
- whleh ralses ths content of thetstra-ethyl 1ead

Our justification far that DPﬂeF iz on & number
of grounds: |
J . During World War II, all aircraft used 4. 4 Since
IWorld War II all military aircraft have continued to use
4.6 end these are the same aircrgft‘that the commerclal air-

".1ines are using satisfaotorlly with ‘the lower1ded contéht,
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Also about half of all commercisl production in

ltha United States'was at the level of 4.0 c.rc. per gallon.

About one4ha1f of all of the scheduled export of aviation

gasoline from the Unlted States was st a level of 4.6 c. o.

A1l airlines were up until 1949 using 100 per cent of 4.0
* tetra ethyl lead. At the tlme of the order, most of the

~ airlines were buying & mixiture of pert 4 and part 3 or all 4

and all 3. Ve were a&ble by the use of thaet order to meke
1t possible for the petroleum industry to increase the pro-
duction more then s million barrels slnce the date of that
order which went into effect on November lst, 1951. That
is aviation gasoline thgt_would not have been produced.
| The terrific controversy that has arlsen in con-~

nection with this order arocse from the three seribus fatal
erashes ip Ellzabsth, Hew Jersey. There has been cdnsider-
able lunvestigation of those crashes, Both in the Goverﬁmsnt
agencles end in Congress. We have attended twofheariﬁgs
in Congress held by the Aviation Svbcomhittee of the Inter-~
state and Forelgn Commerce Committee in the House, primerily
for the purposé 6f'1nvestigating those accidenﬁs.

| PAD's part has been to Justify the tetra ethyl
lead content of aviatlon gasoline as required ~ ‘The
hearing has boen recessed. = It was held on April 6th, which
was an executive session entirely devoted to discuaaion of

supply and demand position at the'time‘the'pfdsrs woere lssued
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to Justify the large shortage which was the basis of our
consideration at that time. |

¥We can't say whether or not the hsavingé have been
complatad as far as we are concerned. We thipk perhaps
that we have given them all of the information that 1 approp-
riate and availsble to us ik regard to our actliona 1in that
natter,

Regarding the forecast of sviation, we have, of
course, been sgusezing out slowly new productlon for the
last six monthe, having talken all of the 1deal éapaoity-and
maximized by the removal of bottlenetks in the existing
plants in the preceding period. Our new facilities which
.involve total production of over 52,000 barrels per day
off the heat componeut are Just begloning to be'feiﬁ-in,tha
productlon picture and between now and the end'efllg53 ‘
when these plants will be in proecesa of congtructioﬁ and -
completion, we believe from all indic¢ations, the forward
estimates that we have ressived from the military end our
appraisal of the commercial requireménta, that there will
be sufficient aviation gasoline production after the third
quarter of this year %o meet the requirements.

i believe wo have made such predictions beforé,
probably in the second quaftar of 1951, where the position
was falrly wellrb&ianced, and we had no indication of any

immediats urgent requirements. We have since seen what
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happoned to the demand. It skyrocketed 1in thérlast half of
'1951. It mey do that o the last half of 1952, but based
on our sstim@tes we belleve that owr production will ba
feirly well ln balance by the end of the'second ~- the third
qﬁarter -- and that we should not be too hard preased short
of an all-out.emsrgency. |

MR. BRUCE BROWN: Any questions of Mr. Davis?

THE CHATR MAN: Any questi_.ons, gentlemen?

Thank you, Mr. Davis. |

MR. BRUCE BROWN: DNext we have Mr. Keeler,
Director, Domeaﬁie Réfining Diviston./

ADDRESS OF WM., W, KEELER, DIRECTOR, DOMESTIC

REFINING DIVISION.

" Mr. Chalirman, and gontlemen:

' | To Vproparly evaluvate the te;raethgl_lead gitus-~
tiom &8 1t 1s todey T would like to briefly review the sttua-
tion as it was prior to the crder:

Right after the formation of PAD when it was neces-
séry to find all of this aviatlion gasoline that you fellows
know about and we were confronted with, 1t wes obvious'thag
one of the bottlsnecks with our aviation gasoline program
was goiﬁg to be the matter of tetrabthyl lead, tﬁé ahQrt#ge
of 1¢t. | | |

Now, at the zame time you will rqgﬁli that in the

last quarter of 195 Owe were faced as & fésulﬁ of retioning
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on the pert of the menufacturers with a shortage of lead-

for .normal clvilisn consumption and frankly the working stocks
such es they werse in the hands of menufacturers at that

time were a 1lttle less than 5,000,000 pounds.

The sltuatlion as it developed, 1t became obvious
that some steps would have to be taken to place us in &
position in the event of a demolition of either part or all
of mapufacturing feacilities and pert or all of the tetra-
ethyl leed that was ip storage, to see that we bullt up
roserve stockplles.

The situation, 1t was decided, 1n early February,

I believe, that the lead order should be placed on.

Tt {8 pPather ironic thet T should be up here report-
ing on the lead order because I was one of the severe
_oritles of the way in which the lead order was put on. I
was sure that my company gnd some others were golng to go
to pot without all this lead.

Gentlemsn, T want to assure yaﬁ thet I Just recelv-
ed from our manegement & short time ago a éopy of our annual
report and X fin@ thet we are vsry muich solvent so éppargnta
1y fhe lead order was nobt &s bad as I thought 1t was goling
to be. ‘ o

The aituaﬁion, the purpose of the ofder, was to
conserve the supply of automotive tetraethyl lead for the needs

of the dfense movement and also in order to enable the out-
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put of.a;iation, military aviation gasollne to expand.

| The intent of the order was to 1limit the use of
the automocive tetraethyl lead s0 that the manufaoturers and
the users could acoumulate and msintain an edequmte 1nventory
of this material for the defense raquirements‘gnd 1n order
~to have materlal thre it can be uged as dlctated by the
aviation gasollne program of the mllitary. |

The situation 1s one that I should mﬁntion ls
confidentisal and I am going to present some -- a chert here
.== that has nét been released for publication, apd no doubt
will not be relsased for pubiication, and I pledge you to
secrecy.

We have cortsin information in regard to milltary
'requiremsnta end ln regard to the consumptiqn,-and so'forth.
thet I won't be &ble to answer questions_on,-§1nce it falls
i1n that category of claésificatipn of top qeoret; but I
do want to show you this ehart_and show you that the objec-
tive of the tetraesthyl lead order hes pretty well been
reachsed. - |

| As you know, in February of this year, the situa-
tion had 1mproved sufficiently that PAD rellsved the ordep
to the extent that as of March lst, 107 per ocent of the
total authorized usage in 195¥Fwou1d Be.ailoﬁédjinﬂthﬁ 12
months period startinog in Margh, 1952, ﬁOnwfhé isﬁ of April,

PAD released the information that Section 3 of the lead
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order, that part df the order that 1imits the usege of
tetraethyl lead, would be removed and I think that after
iooking at this chart you will see why we feel that in iiew

of the Ffaoct that we had reached & first step with the military
in regard to thelr requlrements and since we were facing

very shortly the additlional profuction of both the Bthyl
Corporation and the Dupont Corporation, and then early

next year, of the foreign, Great Britain, plant, that we

were 1# excellent position to take out Sgction 3 or stop
1imiting the usags of the tetraethyl lead.

I don't know whether you will all be able to see
that. It is confidentiel informatlion and we have had tp ﬁsa
a elze that we can get in and out of our confidentisal filea.

antlemen, the green line 1s our production line.

Heors &t this polnt, where it becomess dotted, is
the point where uwe have'pnbjeoted.

Off the record.

(Discussion off the record.)

On the record. _

We plan in connection with the military 6 work
out an additional program df disperasal of these,stockpiles.—
We expect as of the middle of, or ths.first part of May,
when the API mid-season mesting ls in sesslon In San Francls-~
co, that meeting with the reflmers, explain to them the

program that we have, in commgotion with dispersal, and make
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& recbmmsndation or turow 1t out on the table for the dis-
cussion of your compaﬁies._
- Tﬁﬁhk ybu;ﬁgéﬁélemenﬂf
| THE GﬁAiRHAN: Thapk §0u very much.
(kppl#usé.):'
THE CHAIRMAN: That was s very 1nteresting state~
.msnb. Thank you very much. : |
' We have been assured that we would have fairly
good service st the cafeteria downstalrs at one o'clock.
The Council will now recess untll tﬁo o'clock.
(Thereupon, at 12:50 ofclock p. m., & recess wWas

taken until 20'cleock p. m.)
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(The CQunoil was reconvened at 2:00 o'cloek p, m,

THE CHAIRMAN: The Councll will please come to
order. |

Mr, Brown, will you procee& with the reports of
your Directors, please?

MR. BRUCE BROWN: I explained to Bob Hunter that
Senstor (O'Mehoney took his time this morniug;‘so-we will
glve him the Senator's time this afternoon.

Mr. Bob Huntef, tﬁe Assistant Director of Domeé»
tic Supp%i/gpd Transportetion Division.

_»~ ADDRESS OF ROBERT A, HUNTER, ASSISTAﬁT DIRECTOR
// OF THE DOMESTIC SUPPLY & TRANS?ORTATIQN
DIVISION,
MR. HUNTER:  Mr. Chalrman, gentlemen: T can
glve you Just & little bit of & f1ill-in on the béginning,
the during and the ending of ocur voluntary agreement relating
to.the supply of heating oll for the East Coast.

The need for such an agresement was an outgrowth of
the situation which PAD discussed and &ﬁcumented last AugF
ust. At that tims we deVelOped information that led us to
believe that the East Coast, especlally north of Hatteras,
was heading into a shortage of diétillate heﬁting olls,
which was belng brought about by a squeeze 1n ppicea between

the Gulf Coast and East Coaat ) distortion in the normal
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‘¥elationships based on the ourrent transportation ocosts.

The voluntary agreement in prlnciple was approved
-February 6, 1952 by the 12 particlpant companies. The 12
fparticipant companies gathered one week labter and gave final
approval to the voluptary agreement. |

r Flve days-;fter that the voluntary agreement was

1ssued, epproved by the Departmept of Justioe, Federal Trade
Commission, and the O0ffice of Defense Mob;lization; DPA and
PAD. | b

The same day the voluntarylagreement was approved
we opened offices in New York with a staff of thfee-from-
PAD, started to receive applicutions for additional supplies
from the suppllers who could no longer supply their consum-
ers.

On Febfuafy 25th‘w¢ made our first dlstributinn
of §11 from the voluntary agreeﬁsnt pool; some f50,000 bar-
rels of oll being given out ﬁt.that meeting to fé-sellers
in Boston; Néw Haven and iew York. |

The basic philosophy that PAD used to measufe
the shortége at the re-seller level was to meaéure the |
sales of these re-sellers during December and Janﬁary,
1951 and.1952, and project those sales on a degree-day basls
to the period of distribution 1o question. If the appllcant
applied fpr as much oil as we measufed him,rhis normel dé-.-

mend, to be, in that period, we allowed'hlmithat much oll
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out of the pool. If he asked for more we cut him back.
If he asked for less we gave him what he asked for.

We were fortunate in having on our committee,
our East Coast Supply Commitﬁee, manyfpeople who had gone
through the shortage of 1947-1948 1in the same area.

It might be interesting touget into a few figures in the
comparative perlodst

In New York State alone during the 1947-1948 short-

age there were 573 people involved in edmlnistering the

giving out of oll in the amount of 852,000 barrels. Of
those 537 people involved, ell part time, thers were

221 State employees and 252 oll people in the one State of
New York alons.

In time we geve out 1,648,000 barrels of oil,
roughly twice as much as was given out in New York during
1947-1948, and used 25 people, part-time, 10 from PAB and
15 from industry.

There were actually upon inveatigatlon about 12
suppliers who were short of oil., At least, that is all the
applications that we had indlicatlng shortdge of oll. These
12 companies account for approximately| 17,000,000 barrels
of sales per year, The fact that we gave out 648,000 bar-
rels makes it easy to indlcate tﬁat they were 10 per cent
short of Eheif annﬁglgequirements, desplte the fact that we

did not have a normel winter,
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We gave out finally, as of our last meeting, 55
| péf cent‘or'ﬁne‘oil'tnat was made avallable to PAD by the
voluntary agreement, 2 930, 000 barrels of oil made available
rto PAD by the 12 particip&nt companles 1n the voluntary
greement.
We gave out 60 pev cent of all the oll that was
applied for by the shortage companies.
" Of the oll thet was given out Boston received
155,000 barrelé of kerosene and 380,000 barrels of Nb; 2
fuel oll; | | |
New Haven, 120,000 barrels of No. 2 fuel oii,
New York 3,000 barrels of kerosene and 990 barrels
of No. 2 fuel oll.
As Chalrman qf the East Coast Supply Committee i
have been reforred to by people in high places in PAD as
the world's largest oll broker. T might ﬁdd that T was
the world's'largest for the shostest time on the record.
The operation under the voluntary agreement was not without
its humonoua,inhidents.- ‘As I told you, we started in
business in New Yoerk February 18th. We made oﬁr,fivstfdis-
tribution of oll from the ﬁool Februavy-esﬁh. There were
three of us who worked on the applicétions, to screen tﬁem.
In that short period it was easlly conceivable.that we_ooﬂld
meke some mistakes and not be too sure ofouv'figuvé;.._To

cover that situstion we mede dlstribution not for the en-
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tire perliod of shortage.but for the perlod February 25
through March 10 with the 1dea that we would get another look
at these figurss as we went farther down the road.

Prior to Merch 1st We wrote to all the applicants
end asked them to have their March 1st lnventories certified
by a licensed petroleum inspector, and send the results of
thet certification to us. |

As of March 2 we haed loat about slx applioants
agalnst the pool. We had gathered further information from
some of the applicants that remeined indicating that they
had forgotten to tell us about some of the supplles thqy
expected to come.

In anything like this distribution we went,thrngh
we feel that we were dealing with the company's mbney,\not
thelr oll, so we were pretty careful how we passed it out.
We asked for qulte & blt of informatlion. One appllcant was
8o profuse with his informstion that he damn near jolly well
floundered us. It took us to 11 o'eclock one night, fthree
of us working over hie figurés, to get through the mass of

figures he hed given us by way of information to finally

track down the duplicatlons and give him 66,000 barrels out

of 145,000 barrels that he héd applied for.
We had'anoﬁher'applicant explalin to us that hls
sales were so low in December and January because he had no

911 to sell but now thﬁt PAD was In business he wanted tq



_geb back into this fuel oll busineas._ |
Anothar applicant called up and sald, "I understand
you #ré going to make all thls distvibution of oil in ﬁéw(
York Havbor by bane. | | |
| Wo sald that was right. Our dlstribubion orders
wére 1asusd directing the companies to release the oil to
barges aﬁ their'plﬁnt. This géhtlemén who had a Shortage
weil in excess of 100,000 barrels said:

"TPhere won't be enough barges in the harbor to
carry it." |

: Fortunateiy, we had-brought along as one orlo ur
crew PAD's barge expert. As soon as we let him ﬁnow that
he said, "How about lunch, now that that 1s solved?"

One flnal thing, of the amusing things that happen-
ed, one of the applicants right before we folded on March
26th called us up and said, "Wou have done such & fine job
keeplng me in‘oil," he sa1d; "I am having d1fficulty. I
am not so sure 1t 18 In ydur iine but T would like to ask
you sbout 1t. I want to go to Washington to see the cherry
trees and T can't get & hotel room. What can you do for me?"

We got him a hotel room but he paid the gulte
price. 7

Any program of such short duration can only work
on & cooperative eff@rt basis and the governmént agehcies in-

volved must use psychology, which we tried to do, to keep
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the demands down ﬁnere they belonged. 1 for one am very
happy to get out of‘the brokerage busineSj)//

{Applause.)

THE CHAIRMAN: Any questions, gentlemen?

(Mo response. }

THE CHAIRMAN: Thank you.

MR. BRUCE BROWN: Thank you, Bob.

I wﬁuld like to mention the fact that when the
Council next meets, Mr. Hunter will probably not be with us.
He willl return to Gulf whence he cane.

_ Mr. Hunter has done a perfectly supurb job. We
are awfully sorry to lose him.

T am going to let you off the hook in abogt;five
minutes more. I would like to speak of some of our PAD
staff who have completed thelr terms of servitude and
probaebly won't be here when you next come to Washington. I
em going to talk & little about each one. At the endﬂof ny
observation I will ask the gentleman to rise.

We have one of the oldest inhabltads here, about
to leave us; Don Tels. He fought under two flags. He has
scars from both. He fought under the flag of Arkansas
and since the first of thé year he has been fightling under
the Lone S3tar Stéﬁe of Texas és the Flrst Assistant of
Production and still appears to be in good faith.

Me. Teis, will you please stand up?
(Applsuse.) '
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MR: BRUCE BROWN: George Knight came to us from
-Contlneﬁtal_és Asﬁistanﬁ Divector of the Materials b;vision
in cﬁérée of‘foréign terms, than which ﬁhere 1s no more per-
plexing tesk 1n PAD. If we Canrfihd 8 successor to him we"
may let him go befove we moet agaln. In the meantime, take
your bow.

(Applause. )

Pefry Poterson came to us from Allied and he has
labored long and hard, first as the head man on in your
Chicago office, later as a Speoclal Assistant to the Director
of Bupply and Tvansportation Division, more recently as
Assistant Director. “ | |

Perry, we will be sorry tﬁ lose you.

‘(Applause.)

e, ‘Bob Hastings cems to us from the Ohlo 011
Company in our Legal Division and he has been herding Direc-
tors of Productlon, he llkewlse has been working at 1t for &
long time gnd hag & hard tims.
| {Applause.)

Did Mr. Tarver get here? I would like to ta;k
about him. He was here this morning. He mey be woﬁking
somewhere . | / .

Mr. Tarver came toﬁés from the Federal Ppwerlbom—
mission where he was an Assistant General Couhéel géd‘hel

| has served a&s Associate General Counsel of PAD. He 1=
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leaving PAD and 1; 1s no secret that he found a firm friend-
ship here and 1s also leaving Government. He 1s golng to be |
associated with the Southern Natural Gas Company.

As to newcomers, all these.ﬁen except George Knight,
Ilthink we have replacements for, and we hope to get one for
George. |

We have a couple of replacement men I would like
to lntroduce:

Mr. Howard Noyes, Assistant Deputy im Charge of
Gas Opsration.

(Applauss.)

We have been kildded about these long-term plans
end shifts, such as Ed Warren belng knocked on the head
last November, to arrive the 1lat of April and take offlce
the lst of June, and we have here today Mr. Willlam Simon.
He basn't sterted to work for us yet but effectlive the 1lst
of May, B1ll will take the place of Bill Tarver and as
of the 1lst of September, Elmer Bazo will give two more years
of hie life to the Petroleum Administration.

I would 1ike to introduce Mr. Simon.

(Applause.) | |

I won't be here pext time, elther.

(Applause.)

THE CHAIRMAW: Bruce, I want to say that that 1s a

most revealing and interesting report that you have presented
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on ybur various:Directors. I know the Councll appreclates
the grEaf v#lue of the information which has been conveyed
tolus today. | |
| ' We now resume our Cbuncil agenda and I shhuldlllke
-zat this timé, is Mr, Max Burns herse?

Mr, Burns, are you ready to present your report
.or the Committee'onlvndsrground Storage for Pe@roleum?

- MR. BURNS: Yes. -

THE CHATRMAN: T don't think you have & compiete
Peport.but.jou will 1ndicate.the conclusion. |

MR, BURNS: Yes.

' REPORT OF GOMMITTEE ON UNDERGROUND STORAGE FOR
~ PETROLEUM -- H. S, M. BURNS, Chairman.

MR, BOURNS: As you know, MP._Chairman, our cémmittee
pnly'comple;ed'its deliberations yesterday. lWe do not have
avallable for distributionAoopies of the report. I propose
to go through with the formal suﬁmission of the report 1n-
dicating the conclusions apd if thet meets with the approval
of this Council, then we will see Jim Brown gets a sufficlént
number of copiqs within s few days to send out to eveéybody.
(Reading.) o

|| "Your Committee submlts herewith reporit on the
feaslbility of underground storage for petroleum -
products, The work bn this study has been very ebly

carried out by a Technical Subcomul ttee under the
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chairﬁanship of Mr. B. F. Hake of Gulf 011 Corporation.
Your Committee ﬁishea to express 1ts gratitude and apprec-
lation bf the exéellent way in which thess studles have
been carried out.

"It s the recommendation of your Committee that
this‘report b éiven wldespread disﬁributlon throughout
“the ofl indgstry. Thereby, the normal operatlbn of
{ndividual initiative {n our system of free\enterppise
will uﬁdoubtedly result in so much development of the
underground storage of petroleum products that in a
year or so & weport on the subject will be essentlally
a vecord of achievement rather than a survey of possl-
billtiei and feaslibllity.

"Ag an L1llustratien of the already existing 1ﬁter-
est in underground storage we ahoplﬁ mention that a
quick survey lndicates that there is already under way or
in operation underground atorage facllities, malinly for
ligquefied petroleum gases to the extent of about % mil-’
lion barrels.” .

T would now 1like to touch the highlighta of these

,,‘ -
conclusicns of the report as it will be when you recelve 1t.

The concluslons and some of the reasoning are in the front

part of the report, and 1t is supported by four appendlices

. of a technical nature, with cherts and meps.

The Committee is unanimously of the opinion that
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undergroﬁnd.étoraée ofgpetrcleum is fahsible. Tt offers
important advéntagés:
" Peasibilitys

First, underground storage of petroloum and
ﬁeﬁroiaum:prodcﬁts is feasible and economic under & varlety
of conditibns. A pumber of such projects are in process
Gf.constrﬁction o iﬁ éctual construction in the United
Stateé or abproad, Somé of thoe proce=ses are covered by
patent.,

Secondly, in flve areas of the United States,
which ere déscribed in Aprendlx 1, it appears th&t-qreation
of cavities in sélt will be feaslble. In five other exten-
slve arcas &avities mined from hard rocké such as granltes,
lavés, or metaharphics would be the only avallable means. T

Third, extenaive ﬁreaa, totaling more than half of
‘the United 3States, are occcupled by ésdimentavy rocks 1in
which 1t will be:practicable, in selected 1ocalitleé; to cre~
ate undevground roservolrs by winling in shale. Many natursl
underground rveservoirs are also present ik these a?eés.

| Fourth, widespread in the Unlted States are minea 
and natural cavefns#soms o which may bé adaptable tc.étorage
of petroloun.

Fifth, properly constructed underground storaga'gt
sultable sites cen, if necassaﬁy, neet any‘foneseéable néed

;fbr‘stonkpiling of erude ﬂil of f£inished prcducts;kﬁfdﬁiding
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the posslble effects of contamination, temperature, and tlme
~= deserlbed. in Appendlix IT ~-- are recognized and compsnsated
for, Probebly the distribution of such storage shounld, so |
far a8 practical, be in harmony with demand for the substance
stored,

3ixth, similarly, underground_res@rvoira‘could
satciefy part of the 1ndugtry‘s storage requirenents occca-~
gloned by normal gwowthror need for replacenment. In.certain
arees, for purposes of normal expansion of ntorage facllities,
stesl mlght be saved (ses Appeondix IIT) most expeditiously
and effectively bg‘consﬁfuoting underground storage for crude
oil and converting'existing steel atorage to use For prroducts.

Seventh, purely econonic consideraicions may,Ain
many instances, dictate the substitution of undergrouﬁd For
storage Iacilitles.

Our Technilcal Goﬁmittee attempteod to reach, and
they glve reasons in relative ordsy of msrit, of the differ-
ent types of underground atorage that might be looked at:

First 13 the one which we all know most about,
cavities dissolved from salt deposits.

Secondly, existing mines, with the problsms of
seallng not so great.

@hiﬁdiy, cavities created by the mining of shale
whefe the shalé.depoaita have the neceasarj strength and free-

dom from open fractures.
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Fcuvﬁh;.0a§1tiéé'0?éétad'bg_miaing, hard rack,
having due régérd %o thoe ﬁmsaibiiity what 1t.w111 be ﬂaceaaarj
50 seal off; that the sesls @lght net prove ta be permanently
sffeotive.

Fifth, traps in naturel rock such as structural
domss. Theas have Lhe dlsedvantages of resiasbance to
1njecﬁioﬁ end withdrawal snd the possibility of high 1n1tia1
1055@3 from the fluld to bo stored.

8ix, msbural caverns, which may peove, ln some ln-

- skapuesn, to be ?@&dily sdantable Lo Lthe storage of crude
olis and petroleum preductz of low vapor Peessura, bul whleh
may present veny serlous problems of geallng, sinwe the pre-
sence of a natuwral cavern indismt@s'p@?meability-of hhe
stratum 1n which it oocwss. This mroklen is aépacialiy
ﬁavious in projects involving storage of high vapor pressure
producta.,

Seven, abandonad ccal mipes, whleh are belleved
to offer réi@tivelg 1lttle promise because oozl mormelly
contains substances thet wownld sontaninate finlszhed products
to an unaacéptabl@ degree. 606 &lso because coal 1s a rela-
tively weal éﬁruatural msterial and la often closely sssociab-
€6 with permeable vocks.

Wow thoy desl with feciors affecting the Fessi-

The-economle succeas of drilling to the necessary

L,_,___
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Garaful @xploraﬁiom of site by core ﬂéilling end
' inténsive stuﬁy_cf the G@E@Sa looking out for sulpbar, hydro-
gen sulfide, hydrocerion gasesS, end hydrocerbon residues.
kblle soms of them may not harm orude petreleun, 1f sueh
1s to be stoﬁs&g.thay will 4in obe way op aucther cericusly
éffact the queliity of stored reflinped ﬁroau@tsa

Ye boave in mind portleunlserly such ilippge as avia-
tion gesviine.

Issue 13 made of the lmportance of' explorling to
establish the géology, Including the careful analysis of
the sama.

Several other factors are gone intos

The question of loestion, which is & questlon of
avolding the creation of trensportation problems outwsighing
the natural advantage of caverns.

8ixth, since it appesrs desirable that every under-
ground reservoir shall have & domed or Eﬁultad roof with
relative steep lnclination, 1% may prove unsafe to allow
the horizontal dimsﬁsions of such reservolrs greatly to ex-
coed thelr height. Thqrefcre, in the construction of under-
ground reservolrs in beeded salt depoalts of limited thickness
-- relatively small imdividual reservolrs only wlll be prac-
ticel. The economic advanﬁage of such construction will
f;nally disappear uwth depth of dverbuvden,-making sﬁch aﬁa_

tempte inadvisable unless oconemy of steel or manpower, &s
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such, should dlctate ﬁhe avtempt. ‘
| Then there ave some conslderations relative to
ﬁublic safety.

They should be entirely enclosed in roeks that
are effectively and permanently impervious by nature or
made so by artificlal means, except wh@fe the contents wlll
be poeltlvely coanfined by ground water. Promlinent among
the lmpermesble rocks are salt, gypsum, igneous rvock, dense
limesatone and shale, providing in &ll cases thaﬁ these »ocks
are not cut by fractures along which flulds might migrade.

In order Lo guard ageinst possible fracture of the
reservolr by internal pressures, sach reservoir should be
vnder cover of more than one foot of depth for esach pound
of total mexlmum pressure -- hydrostactic plus vapor gas
pump -- thaet may at any tlwe exlist within i1t, having due re-
gard to the underground temperaturse in the loecality and the
depth considered. The edditlional thlckness of cover that
should be provided as a factor of safety must be determined
for each individusl case.

Conpetent engineering supe?vision ghould make cer-
taln that the roof of each Peservdirjls in raeks.of_sufficient
strength and 1s designed in Sueﬁ maﬁnsr as to pfeclude
dangerous caving or upward flssuring.

Fou}th, all comnectlions between the reservolr and

Jthe surface should be so sesled as to preclude possiblllity
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of eny fluld leakage, eithon upwaré'op downﬁard at any level
and thié coﬁditién ghould ﬁa'demopstvated by adeguate pres-
sure tests befnr; aﬁy petroleum'ia introduced into the resen~
-~ volr. | |

Fifth, veservoirs should preferably bs locatéd‘
putalde the 11m1t§lof manicipalities.

Si;th; each ressrvoly should be separeted Irom
ény ﬁther reservolr, or underground excavation -- actﬁél
or potentlal -~ by sqfficiant distance to prggludé poasible
intercommunication. “ -

Seveth, extreme care should be'axeroiaed in tﬁe
construction of'reservoirs.to avold rccks.ﬁﬁaf could pﬁovide
avenuss of escape for the conbtaipned petroleun frém thé reser-
volr. - | |

Now, obviously; a8 you hear this resd, you wiil
see that fhere i3 8 great déal of worl remains to be done
and.that 1s why we have recommended that this report ba
glven widespréad ciroulatlion because our committee 1s.not
eguipped br set up to carry out field studies or research;
that wlll have to:be left to other agenclss and most llke-

‘ ly to oll companies.

- A recommendation is aﬁpended here by our éubcomr
mittee to the effect that with ho rondering of this report
1t will havé discharged.therresponsibility delégégédwﬁ; it

but they recognize the desi&gbility'of continued stﬁay'bf
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the possibilities of underground storage ¢f petrolsum and
refined produots, in various parts of the United Statea;'and
the dissemiration of uselful information concerning such, apd
ﬁhis suboomul ttee recommends thet the Natlonal Petroleum
Council should suggestvta the Secretary of the Interlor
that, through appropriate channels, he lnvlite each State
Geologist to serve as chéirman of a permanent State commit-
tee, the membership of which should ineluds geologlsts and,
snginesrs drawn from the pestroleum and minlng industries,
apd that suoch committee in sush instance should study and
tssue occasional reports upon the possiblilities, imnitiation,
and progress of the establishment and meintenance of ﬁnder-
ground storage %f orude_pétrnleum and refined products, and
that further, éhe Depaﬁtmaﬁ of the Interior should announce
thet 1t is prepared‘to pvampﬁe this effort by consultatlons
with the State Geologists and by serving as a clearing
house for such 1nformationlas their committees may collsct
and release,

Mr. Chalrman, yssterday 1 gave you Bome mlsinfor-.
mation. You suggested to me this is an ilnterim report. . :
I sald it was the fipal report. On recconsideratlion I reélize
that such.is the oapécity‘fo? progross shown by our 011
industry that tha.wofd “finél" should not bs in our vocabu-
lary but I will say this is ail for now.

T move the adoption of the report.
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Is thare'a mot;on iop 1ts adoptibn?-
._.(The‘adoption of the réport Was ﬁéﬁéd and sécbnded.)
. THE CHAIRMAN: All in favor of adoption of the
rep9rt of the_oommittee 1ndicate by saying éye.
| Opposed, no.
The motion is carried.
We thank you very nmuch, Mr..Burus, for a splendid
Jjob. | |
I snguld llke at thls tims to call upon Mr, Jones
for a report from the Commltitee on vaernment Personnel,
Mr.‘Jones.
REPORT FROM THE COMMITTEE ON GOVERNMENT PERSONNEL,
ﬂY MR, JONES.
MR, JONES: Mr. Chairman, there are two or three
matters that I want to bring to the attention of the Council:
Pirat, for the benefit of those new members, may 1
say that the Committee on Government Personnel, personnel
for Government service here, was coreated at thé time of the
organlzation ﬁf the PAD to help the Peﬁﬁoleum.ﬁdministrator
énd sgoure the services of men from industry to staff the
vgrloushfunctions and actlvitics under the dirvection of the
Pegroleum Administrator.
| I think in the roview which Mr. Brown has presented

this morning, the Councll has gotten a betten idea of the
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wide range of activities as carried on and dlreected hers,
than we have hed at any time since the Tormetlon of the
Petroleum Administration for Defense.

Mr. Brown has indicated the first gronp of men
who were draftod td staff the PAD egoncies or departments
here are now finisﬁed with their period of service. With
the lsaving of Mr. Brown, I think we will see & complste
cycle flnished a3 of June 1st. That would meen bthat your
committea, Mr. Chalrmen, has trisd to be helpful to the
Adminlstrator in selsction of and providing of men, snd
for reblacemént a3 well as initially staffing the organiza-
tion. |

The job will be comtinuing., Mr. Warren, the new
Deputy Administrator, wlll follow the same procedure as
Followed by Mr., Brownh, wherever possible securing by direct
contaoct the sevvices of mep that he wants to staff his var-
- {ous depsrtments. Where he fimnds difficulty, he will call
on the Committee on Personnsel, and as I have indicated to
you before, we will act as an arm-twisting committee Lo try
to make available the services of mon who because of persconal
raégons are reiuctant to leave their jobs or bacause the
company's practices are a little‘aelfish end they are not
mede available.

. I went to say, Mr. Chairmar, that the respénse of

the oompanles has been splendid and we have had slmost no
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' oase in.the two years or almost two yesrs that we have been
;reactivating this work where a company executive has refused
to malke avallable the services of 2 desired man. '

T don't think thet we ought to breaik our arms-pat-
ting ourselves on the back ebout it. I think 1t 12 d.ﬁure—
ly selfish ﬁatter, and I whink iﬁ is definitély in the ih-
tereét of the petroleun lndusﬁry to sse to it that 1mpcrtaﬁt
positions here are filled by men of competence and I think
most of us have come to reallze that we would be more than
aelfish if we did not approach the problem in an objedtlve
way. T think, too, that 1t ié a part of every mén*s_duty
to render service when he is'ca;led.upqﬁ; éﬂa.certéiniy we
know that many of the men who have come here to serve PAD
have done soiat great personal sacriflce.

As Mr. Brown.was iptroduclng soms of the men who
wore apout to retire I wieghed that 1V were possible for hin
to'announee at the sams tlme & medal of merlt be given to
themn, because they get very lltsle recognitlon. I know that
many have pot come here and aervad in vain, that they
wlll go back better equipped, and I know of no case where -
a man has left his Job énd gone back to hls organization
that has not been & betbter man and usually betterlappré—‘
olated. | |

Usually, in wy case, where a man has come, ‘he has

¢ost me nore when i got him hack then o did when he left
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of eoursé, the P@rsonnel cﬁmmittee will Peeommeﬁd
1nereases in salary for all of you men thatb ‘have come down.
. I want to express my thanks to the men who have
mede these retiring executives available, particularly to
Bob w1;son, who at great inconvenlence to himself, made
Bruce Brown avallable as .ouv first Depuby Petroleum Administra-
tor in this perloed.

T know that it was not comvenient. #r. Brown had
Just tak@pﬂove? the Presidency of one of the Standard of
Indlena subsidiaries and bad hovdly gotten his feof. under
the desk whepn he was drafted to come back. it wdé not
convenlent for Bruce to come but he lald @own-%he pPesidén-
¢y of his job and he has been here for alnost two years
rendering one of the highest -- ﬁell, I think one of the
best pleces of public service that I have ever seem. .

Tt 1= not possible for us to always accord or |
express in any formal fashlon our tharks and appreciation
for thet sort of thing, Mr. Chalrman, but in the present
instence your Gommittes on Personnel reconmwends that we
arrenge to tender a dinner tb Mr. Brown on the 20th day of
May,here 1n Weshington, that will be Just e few days before

bls ?etlremsnt In due season the members of the Councll

el

and aasociates whc have worked with bim, and other company
executives who have been act:ve th this work will recsive a

fopmal 1nvita§ion. I hope you will come. 1Lt ls oply a
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“token of apprealation but I think 1t 1s something that we

will all geb a 11ttle setisfaction out of.

Tha ‘time and plsce, &3 I say, will be the 20th of
May, in Washington, probably at the Mayflower Hotel, but
'.you. wili £find in the mall very shortly a formel iavita-
tibﬁ and'I hope you will arfauge to be present. |

T woﬁld like to addlmg thanks Lo thet of tha‘
Coﬁnoii for ﬁhe fine services of men who have served and to
ajert you company executlves to the poiat that Mr. Warrea
will be c&lling on us from tiwe to Gtime for additional men
and there is no such thing 88 final 1m our vocabu1ary and
neither 1s there any such thing as "no" when we ask you for
a man. |

| {Applause. ) |

THE CHAiRMAH: Thank you very mach, Mr. Jones,
and mey I add o few words of sndorsement o ydur‘auggestion
‘that we take such appropriate action as we can to recognize
the tremondous valué of' the sevvicea that héve beon readerasd
to this organization by Bruoce Brown, one of the flneat
organization pieces of work that I have ever known, anpd I
certalinly think he 1s entitled to the gratitude of svery
member of the Petroleum Industry. | |

i'was somewhet famlillar with the circumstanoes.
under which he was drafted to come here and I share the

.cplnion cxproased hy Me, Jones, 1% wes not an easy thing
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for him to do but after he came he starved in to do & job
and has certainly done a magnificent job which has been 8o
thovoughly demonstraited by the reports that have come to
the Council today.

T sincerely trust thet while we will not heve e
Couneil meeting on that date thet will bring the members of
tho Council here teo Washingbon, I hope a3 wmany &8 ¢an pos-
Bibly coms will btake the time ©o come here on the evenling -
of May 20th to join with us in paylng tribute to the
services of Bruce Brown.

Mr. Jones, as Chairmen of the Committee on éovarn-
ment Porsonnel, and knowing all of ths clroumetances under
which ths_men have been brought here, I hope that you wlll |
contipue to funetion &8 Chalrmen of this commlttee. |

MR. HERLIHY: The 20th 1s the API Marketling Com-
mittes in Boston. |

‘THE CEATRMAN: It is also the annwal meetlng of
'the stockholders of the Plymouth 01l Company, but the
Comnittes has fixed & date.

¥R, JONES: UWe had a terrlble tiwe on that. We
- were limited by many factonrs, one of the”principal factors
being the time we could get a reéérvatlon in Washington
to hold a dlnner. You know how many people are coming
into Washington at this time of yoaﬂ for conventions eand

the 20th was about the only availebla date. I am qut
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sorry 1f i1t 1s an inconvenience for some of you Lo be here.
It was the beat ve could do. I hope it 13 possible to change
yéur:bommifmsnfs‘to bhe on hend.

MR. SPENCER: Mr. Chalvman, I assume you &lso had
tbltéke intu sopsiderstion that the APR Marketing Division
meets 1n Boeton on thai date.

MR, JOWNES: I don't know what we can do about ib,
Spénéé.

THE CHAIRMANt TYou have explored that to the pelnt
that there is no other date available.

MR. JONES: Yos.

. PHE CHATRNMAN: I am sorry but it seoms to becoms
- a ©inality as far as that dabe ls concernad; i mada'objecw
tion to 1t myself bub was overruled,

MR, JONES: If the meeting 1s held in the daytime
T know the fiying time from Bosbon, maybe we can f1y down.

| T might say T think the members of this Counoil
and the company execublves and the government associaten
thatlhave wopked with Mr.'Brewn owe it to him to coms hero.
‘I know the_Chairman of the Council at great lnconvenlence
will leave his stookholders!t mﬁeﬁing to get here., I gueas
that 1s the most 1mpbrtant m@éting we corporate szocutives have
aach‘yeér. I urge you strongly to come down.- |

THE CHAIRMAN: Tt looks liks you have done some

good.
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Mr. Russell Brown, from the Committee on Qi1 Coun-
ﬁfY Tubular Goods. | |
_; 0: course, this is & subject that 1s very:dear to
the heart of the members of the Councll, Mr. Brown.
'REPORT OF THE COMMIT?EE ON OIL GOUNTRY
| TUBULAR GOODS -- RUSSELL B. BRowm; Chalrman.
Wi, BROWN: M‘ﬂ-. Chairman, I &m Sorry i:h.a,t the complé-
cations involved in getting all of this ocheracter of steel
bogether has been such that we are not yot in position to
make a final report. I hope thait all of yﬁu reallze what
T think is the importance of thils opportunity of lettlng
the mepufacturcrs of our oll country goeds know the éesirébﬁa
types because of the limited supply. I was further warned
in the reports we had this morning we are going to need to
meke =1l we cap out of every pound of steel we can get.
We finlahed_the mailing of the questiornalres.
They'are due in here as of today. We sent out 6,300 gues-
tionnalres, 1n responéeutb‘the auﬁhority you gave us at
the 1asﬁ-maeﬁ1ng, _Of this nugber 1,151 have beon returned
and ofiﬁhe 1,151; 717,'ar 62 per cent, contaln informetion
on aasingAtubing in sufficlent form to be useful. f¢he‘;
others are such o5 we will need to return them fo fufthnr |
development. |
| The reports receivéd are from opsratﬁra“who
have Arilled and sompleted 4,375 wells 1n.ﬁhaEHQuér€er,

the total footage of 17,944,627 feet drilled. This vepre-
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!
sents about 37 pér gent of the accepted indusitry Operatibns
for the.fourth quarter of 1951 on well completions.

Tn other words, we heave material on about 37 per
cent of the wells drlllied in that quarter which rvepresents
a fairly acéurate plobure of tha'@ntire pericd. The
information we have recsived o dete is not sufficlent to
provide indicsied desires a&s to sizes, weights, or gradss
of oll country tubular goods for the use of the lndusiry
a3 yebt.

Tn that oonnection, the committee finds that we
will need Lo returr some of them. Some of the coupanles
had not yet, as of yesterday, uwade their veport. We
hed. @ number of wsn working here on this all the time.

The Standard of Indiana alone, Hubert Ladd, he
has been aasigned here for full duty, spending all of his
time here working up these questionnelres . .H@ nay have to
call on sond of you again for gome additional help because
the compilation s rather dAifficult and may take some lit-
tle time. |

For thet roeason, we ave not as yet pfepared to
make the finel report., I am meking thls as tenbtative. I "
think we will have 1t all in shape within two or three weels
1f everything goes all right.

Thenl: you, Mr. Ghaiﬁmanf

THE CHAIRMAN: Thank you.
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Any questions, géntlamen, to Mr. Brown, in conpnec-
tion with this eommittee Feport” |
o (No responae )
. OHE CHATRWAN: Thank you, Ruseell.
We. Wl S. 8. Rodgers, Cheisman of the Comut thee
on Synthetic Liguid Fuels Productlion Coetis, is unable to be
here‘today, because of the company meetlng, but Mr. Folaﬁ, |
who ls Bemretary of the comnitiee, 1s hers, and we wiil be
glad, Mr. Foley, to have any advice or report Irom you
as to the progress of your work.
REPORT OF COMMITIEE ON SYNTHETIG LIQUID FUELS
PRODUCTION COSTE =~ J. V. FOLE!, SECRETARY.
MR. FOLEY: MNr. Chairman, Council Members.
Mr. Rodgers, Chairman of the Committee on Synthetic
Liguid Fuels Production Costs, esked that I expreas hls sin-
core regrets that he.ia not able to be at thié Council
meeting. He is holding his Annual Stockholders’ Mbet'lixg
in New York today. |
The Gommitteelon Synthetic Liquid Fuels Prodﬁcn
tion Costs does not have & formal renort to submit to this
meoting of the Hatlonal Patroleun Gouncil. The present
status of the synthetic fuels study is brieflly as follows}'
'l ne various subcommltitees ave activalﬁréﬁgaééd in
a contipnuatlon of thely investigations and satisfacﬁﬁry“

progress is belng made on all Lhree phases of the study.
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Fhase 1. The work on bthe alternative method
of coal hydrogenaiion 1s nearihg completion and & formal
repbrtshould be submitted bj the Subcommittee in three
or four weeks.

Fhese 2. The Buroau of Mines hes now practical-
ly completed the design of a Flscher-Tropsch synthesls |
plant incorporating the suggestlons and correctlions of
the Subcommittee. Members of the Subcommitiee are\sched-
uled for a review of bthess dato with the Burocau of Minée, ‘
following which ceat caleuletlons will be made by the
Subocommlttee. It 1s antloipated chat the repovt'on the
Fisoher-Trppsch process will be completed iﬁ Qetober,; 1952,

Phase 3.  The worl on the eltornative mathod of
retoring and processing shale oil has beon deferred until
data is available from thé demonsbtration vnii retort now
under construction for the Buvesu of Mipes. It is anticlipet-

ed thet this unit will be completed during July, 1952, and
1% 15 probable that the Subcbmmittea report on this study
will be completed during the letter pert of 1952,

Ail three sbtudles are proceeding smodthly and
relations between the Subcommittoe and Buresu of Hlnes
personnel at all levels continue to be harmonious;

Yeﬁterdaj, Ohairmen Hallanen recelived fvom Bursau
of Minea Director 4. J. Fnrbas g aopy of & report Irem

Ebasco Servicea, Inc., to the Bureau of Mlaes, titled
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S '
"Coal Hydrogenation Plants -- A review of cortain elements

of the. Buresu of Mines 005£‘Estimates for Synthetio Liquid
Fueis.ﬁf} An analysis of the Ebasco review will be made
tmmediately by your Commlttee, and a complete report will
be submitted to the Nationsl Petroleun Council. |

- Mr. Chelrmen, that concludes the report.(

Thapk you. | |

THE GHAIHMAﬁ: Thank you very much. We will laok
forﬁard to a final report at the next meeting.

Mr. Baker, are you at this tlwme in positidn tﬁ
make & repqrt from your Special Commitﬁee on Printing and
Distribution of the Repert of Commlttee on 011 and Gas Avail-
ability? |

REPORT OF SPECTIAL COMMITTEE ON PRINTING AND

DISTRIBUTICN OF REPORT OF COMMITTEE ON

OIL AND @GAS AVATLABILITY -- PETROLEUM PRO-
DUCTIVE CAPACITY -- HINES H. BAEER,

' CHAIRMAR.

MR. BAKER: Mr. Chalruwan, at the last meeting
of the Council you approved the report of the Commlttes
on 011 and Ges Avallabllity, so-called ?raduetive Capacity
Report, and a special commlttee was appointed te deal . |
with the question of prinﬁing ai& distribution sf-it._ 
That committee has had, with the cooperation of MF:&EPGWH,

considerable contact with bhe printers and has arranged



for the printing of this report in twe forms, fivst in the
form of a book, with paper binding, and second, with & cloth
binding.

:gThe arrangenents sre that there will be epproxl-
mately 2,000 copies of the aloth binding which will be
avellable for distribution to the lerger reference libraeries
and Lo some of the professors who may be called upon to use
a book of this kind. Albtogether 1t is contemplated to
print about 35,000 coples, and the distvlbution will be made
almost in accordance with the plen of distvibusion for the
National 011 Pollcy Report.

Theee paper-bound coplos will ¢oet on & volums
basis 40 oents per copy and the ¢loth~bounrd volume costs
sbout $1.40 & copy.

Mr. Brown has suggested that some have offered
to meke soue contribution toward the distribution of this
cloth volume to the libraries snd if you weould 1llke to do
thet you may make your conbtacts with My, Bram for that pur-
pose.

If you wiskh any further detells on the extent of.
distribution, Mr. Brown is prepared Go glve Lt.

| In converaabions with the 0. I, I, C., the view
ig brought out that that orgénization could sssist 1n &
| paft of the dlstvribution of thin volume wmore ellfestively

than the Natlonal Petroleum Council, by gettlng it foreibly
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to the éttentibnlﬁf certaln groups,notaﬁly the edltors of
'Ip'a.pérs and the 0. I. I. C. is noﬁ ;ngageci rin ‘the 'preparatipn{
of a short 18 pege summery or shoriened version of bhis
wﬁidh‘iﬁ"ﬁas'in mind to distribute to editors, I belleve,
after consultation with the editorial group of the Aveila-
b1lity Commlttee, after which 1t is contemplated thei those
géﬁe'ediiors may receive a cloth-~bound acopy I'or 11braryﬁ/
reference.

I béliave that Is all. |

THE CHATRMAN: [hank you, Mr. Baker.

Any remarks® |

Any guestions in connection with tﬁis Pépoﬁt?

{No response.)

Thank you very wmuch, Mr. Baker.

Gentlemen, I know it will be of greeat interést‘
to you to have a brief address this afternoon from a rep%éw‘
sentative of the Mutual Security Admiﬁistﬁafion. | |

At some meetlings of last yeer, we hed the baneflt
of very interesting dlascussions about the Mershall Plan snd
how the petroleum was being handled to thoss countrles that
were benafieiaries‘under the Marshal Plan. This afternoon
we ave privileged to have as a speaker ir. Cornelius J. Duyer,
Ghief, Petroleum Branch, Mutual Security ag@noy} 'I take |
bieasure in presentlng Mr. Duyer to the Gounell,

Mir, Duyer.
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A%PHESS OF CORNELIUS J, DWYER, CHIEF,

PETROLEUM BRANCH, MUTUAL SECURITY AGENCY.

MR . DWYER:/J A l1little over four yesrs ago, oh
April 3, 1948, the Marshall Plan, a great cooperative
effort to asslat Western RBurope to recover from the ravages
of World War II, got under way. Porty-five méhtha later, on
bacember 31, 1951, the European Recovery Program came
offleially to an end. Before 1t ended, however, the threat
of a new world war had Torced the Western World to under-
take & major resrmament effort. As a result, Europe is
85111 recelving United Stataa_aid, under thy Mutual Securlty
Act, but fbr defense rather than rehablllitatlion.

It 18 herd to guess concerniyg what might have
been, but we in the Mutual Security Agency are reasonably
sure that Furope, except for two or threo countries,
would now be on her feet and able to thrive without Unitéd
Stetes aséistanae, were 1t nat for the wurgont neéessity of
rearming.

What pant dld petroleum play in thls recovery
effort? I don't have to tell you gentlemwen that the oll
business 1s a very big one, indesd. Petroleoum, therefore,
was boupnd %o be Vny imponrtant in the European Recaoveny
- Program, |
During the forty~-five monthe of bthe Mavshéll Plan,

$121.%4 blllion worth of imports of all kinds into the per-
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jtioipating countries was finanoced by ECA. During this period
we calanlate that the doll&rs spent hy Lhase SEmMe countries
on’ petﬂoleum account amnunted to roughly $3.8 billion -—a
sum aquivalenn ‘Lo more thmu one~third of the dellar aid
sxpended. f‘!
| ;his total of nearly $4 billion ls mode up of an
ostimsted 1.8 blilion for the £. 0. b, cost of Evrope's.
imports of crude oll and petrolewm products plus somethlng
in the order of $2 billlon represcnting the cost ol petroleum
equipment, technical services, end so forth, and freight,
on the oil imports, &s well as the net dollar cost of the
forelgn operations, outside of The Unlted States, of the
British and British-Dubtch oll companies. OF the $1.8 bll-
“11on of oll imports, 30 per cent representad impcrts from
the United States. The balence cems from Middle East
and Caribbean sources.

0f eourse, the Economia Cooﬁeration Adpinistra-
tion, which sdministered the spanding 0f most of the
foreign ald, direcily fimanced only a swell portion of this
$3.8 billlon total. American companies invested appfoxl- .
mately $100 million of new eapltal in Burope during thé per-
10d and $250 million of the cost of Britlsh oompany expan-
sion was met by & large private losn from;&merlcan'insur;
épce sompenies -- the lergest such loen ip hiﬂhory. ECA

financed approxlmotely fwo-ihinds of the . . b. cost of -
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the oll imports, about 15 per cent of the dollar equipment
foes, ahd services golng to Europs, end about one-third
of the dollar freight charges. IWe did not finance any'of
the dellar coste arising from the operatlons of the Erltlsh
and British—Dﬁtch companles ouviside of Europe.

Nevevtheless, ell expenditures in all of.these
catogories, whether ECA~financed or not, aliected the
dollar balance of paymsnta of the Unlted Kingdom and other
participating countries, as well as other Inbterests of the
Unlted States. Since we could not avold sowe degree of
pesponsibillty for the effects of these expeondlitures, we had
to develop policiles regarding them.

Our basle petroleunm poliscy was designed to furnish
Europe with the oll 1t needed for recoé@ry, and now for
defense, for a minimum expenditure of dollars. At the same
time, we felt that, while dellar saving, both ¢urvenily and
for the future, was extremsly luportant, this must not be
achloved at the expense of the pebroleum industry at home,
nor of vital American interesvs abroad.

Tt would have been difflcult enocugh ©o carry out
this polley if_no.lcng-tepm changes in world oll flows
hed been taking place and if inereacses ln both supply end
demand hed boen stea&y and predictable., Howaver, quchhas"
néﬁ the caée.

~ Qun opeﬁations took place egainst the background
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of a revolution in werld oil trade ~- the emevgence of
the Middles East as 3 major producevr and lts replaceﬁent of
the Western Hemlsphere as the domlnsnt aource of supply
for;Europe. & few‘figuraﬂ show the pagnitwle of bhe
ohange.

| In 1938, when total Middle East production was
328,000 barrels per day, 7T ner cent of Ruraopean oll imports
came from the Western Hemisphere and 23 pev eent from the
Middle Eest. By 1951, the Miadle REash was pfnducing almost
2,000,000 barrels per day and the pgreantagaﬂ WeTe almpst
completely reversed -~ 71 por veni of supply coming from
the Middle East and only 29 per cent from the wgstern'ﬂends~
phers.

fo compllicate matters still furvher, tha‘Werd-
demand-aupply.relationship shifted fron shortags to surplus
and back to shorbtage during hthe short pgrica of the Marshall
Plan; Each time, meny people bslicved the axlsting crisls
would last much longer bthen 1t did end ECA‘was urged to
modify its long-term polleiss ln conformlty with those be-

. 1liefs.

The history of the Buwropean veflnery asszpension
program, by fﬁr'tha most lmportent part of our over-all
program, is 1llustrative.qf the development of ECA pulicj.
In fh@-summef-nf 1947, neavly fin yoayras o550, the Europsan

natlons, which wers lator 40 purticipote in bhe Marshall



126

Plan, met in Paris as the Commlttee fov European Economic
Cooperavion, end ostlmated thah oxlsting Buropean refining
capeclty world epproximately double by 1951 bo 68 0,000-
barrels per 4&ay.

However, by the time BCA actually started opera-
tlons in April, 1648, the total of veflneries bulldling,
plannad and rusncred was growing elnost deily. By the
summer of 1948, this tobel veprosented a cepacliy of' more
then 1.4 milliip barrels ﬁem day ir 1951 ~~ twlce the
OREC esﬁimate o & Jear previous, IL was obvious that the
Européan refinery expension program nesded some ¥ind of over-
all coordination.

Tn Decauwber, 1O88, therofore, ECA anpounced that no
refineries would be approved Towr firanclng vntll such an
integrated program had been establlshed. Three mounths
later, the il Cormulittee of the Orgenlzation for Europeah
Economle Cooperation -- OEEC -~ cams up with a recommende-
tlon for a capecity of 1.0 million barrels por day by
Fiscal 1952, Ab tie same time, The 0Ll Committeo stressed
thet the recommended vrogram was & guldo, not a goal, and
expressed ussful oriticlsms of.th@ tndividual country plana.
In subsequent reports, the 011 Committes pevlsed_théir
ostlmates of the tobtal Euﬁhpean ﬁefinlng capacity flgure
needed by Fiscal 195?, first downward, then ﬁpward again. .

as demand esbtinabes chenged. The cerrent ostlmabe for
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-European refining{c;iacity when the program is completed
:“_ ln 1954 or thereabouts - 15 about 1. 7 million barrels
'per day - nea@ly six timsa 1947 capacity, This estim&te
‘peflects an unpveaedented increase in demand of 24 per
"céntlin Fiscal 1950~1951, followiﬁg the outbreak of the
‘Korean war.and high anpual 1ncreaaes in following yeérs be-
cﬁuﬁe‘of the rearmﬁment program and the loss of Abadan.
- A.londe the QEEC 0il Cemmiﬁtee had iavestigated
and:coardinated the 1uﬁiv1dua1 expangion projects into a
European program, BCA's position could becomé'mﬂré flexible.
ECA declded to také the prograﬁs of the 0Ll Commlittes, as
OEEC 1tself did, as & gulde and look at individuel refineries
one by one in the ligh%t of their ability to reifine sconoml-
. \

cally and to market thelir products and in the 1light of the
over-all requivements of the country ln which they were to
be bullt. | |

‘Obviously, thé'GEEC, {n its gereenlng process, was
confronted with many delicéﬁe problems. The committee did
not have the sutbority to or&ér a :efiaéry project to be
delayed or abandoned} neither, im fact, A1d ECA in the case
of refineries not financed by the egency, except by making
use of the ultimate semetion of threatening to h01d up ell
ecnnom;c ald -~ en extreme bo ﬁhioh ECA hed to_resq§£ @niy
onee. Hdwéver; the SBreening process was gﬁa@ﬁﬁllﬁ_iﬁéroved.

To beglo with, each project bad to bé éppraved
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by the navlonal government of the country in which the
refinery was to be located. Durlng the formetive period of
the Mershall Plan, all projecic were subjeotod %0 an ad-
dltional soreening by the oll secblon of our Paris offiae
and the petroleum brapch of EGA. Loter, after Dr. BvanakyQ)
Chiocf of the Petroleum Seahion there, became & full member
of the 011 Commitbes, the bulk of the screenlng vesponsibllity
of vrefinery projecte could be shifted 7o that commlitee.
Marginel projects were almost always atopped by the com-
mittes, usuzlly through delaylng tactics rather than out-
right dlsapproval.

Along with thls problem of the proper slae of
BEuropean rafinery expanaion came the problem of over~expan~
sion of British z2nd British-Dutch companics warld?wide. Yhis
1@sue came bo a hesd during the surplus porlod of 1949-K0
whon the "dollsr-sterling oll" problem becams asoute. ECA's
poslition was expressed formmliy in testlimony before the
Harris Subeommittee of the House Inteorstate and Foreign
Commerce Committee on March 6, 1950. Yo sald at that
time: _ |
"Phe Ffinencing of British and British-Dutoh
compenies' expansion in both Europe and cutside Burope
has presented speclal prebiéms. While roacognlzing
the urgent necessity for the United Kingdom éo Baye

dollars wherever possible, we have insisted that
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its racovery should not be achieved by means which

'¥migh£ ve&ult in a ugw paute;u of protected trade pra-r
fj*anping audiuiouu; uusLaalen £0 & rebturn o converuibili-
':BJ am ~terliag and ilberaleauLan o nraae. In addl- |
 "%1@&, we bove had Go Gﬁﬁﬁiuuﬁ the impiicacious of this
' pvagraﬁ upou the bréa&aﬁ United Stabes pational interests,
including owr degire f@é strabeglc ressons to malntaln
| Americen-cwaed condessions abrcad.”'
 The British malnbained that they were not engaged
1n & program of over-expansion designed Lo drive Awmerican
caﬁp&uies cub af:tra&itiun&ilnmrkets. However, because
of their sericas dollar pmbzeﬁ\thay folt that, 1if &
surplus should oodue, regerdless of plens, they had & right
to ﬁake ase of it, even if it meant displacement of dollar
oll.

Whatever Brliish motives wore, we.had some doudts
congerniag tho actual long-term offect of ﬁha-Brlyish'and
Briclsh-Dutch compapies' expension plans. 'Thgreféﬁg, in the
summer of 1940, we:=zat down 1o Waeshington withrrepresenpa-
tives of the Bribtish and Dubtch Goverumentcs snd put ﬁogethev
statlstlss we and theoy had obtalned oh the forelgn expanslion
plans of our respoctlve intepastionel companied. Phis cﬁmr
pilation saowed & Fefy GOViLUs gurplus in 1952 and. 1953 on
the bagis of exlsting u?@ﬂdS ih world cousumpuioa;

Arbey the ocomplodion of this atuay, we tald the
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British that, we could not finamce any of thelr refinery
projscts in Europe so long aw fiose projects appeared £o
be pert of a totael vefinery expahsion program which would
lead o an unmanageshble surpiug. Purthermore, we adviszed
them thet 1€ waé guestionable whether wo ought to continus
Marshall eid to thom while they weve spending ree dollevs
on such an uvneconomic program, Aftery studying our Jolnt
report for a while, the British vevised thelr expansion
program downward to remo%e the apparent future surplus.

Moantime, in separale negotiations Detween the
British Go&ernment and the American gompanles, so-called
“incentive schonmes" weove doveloped according to which the
compénies-dould gell for sterllng roughly to the same ex-
tent to which they purchessd sberling arca goods and eV«
viges.

The lose of Ivan haz, for the wmoment at leasih,
shelved thils dollar«sterling oll problem. ItT ﬁay eriss
again;y hut precedonts have now been aet which will make
easier the next settlement.

Another of the permsncent gains we gan chalk up is
the establishment of the 0ZEC 011l Commliittes. The expsrience
ita momwbers galned in worklng Logether, as well as the
‘statistlics and other informatlion gatherad under the com-
mittee's divectlion, will prove exbtremely useful in therﬂ@w

NATO commltios which hes been esisbllahed., The job of



i

131

-féoofdinating_wartlme planning will be much easler than 1%

,:would hgve‘béeﬁ'without the experience of coordineting peace

time plans.

l  'with tha dutbreak of the Korean war and the stavt

: of'thé Eﬁropéan rearmament affort, the BEuropesn dollar short-

agé was pushed somewhet into the backgrnund by en even great-

er showtage, nawely that of basic waterials and speeialized

" United States equipment. Thisz new shortage threatened the

proviaion of world suppllies of peiroleum adequats {0 meet

an emergency. While the Petroleum Adninistration for De-
fonse wms charged wlth the over-alil reaponslhilitias of mak-
1og these supplles avallable, M3A was givsn the rssponsibili-

ty of ensuring that the expznt ion and mainwnaace of pstroloum

‘faetlities kept pace wlth the gemeral progress of une re-

armement offort within the avea Ffor which 1t acts as a

claiment agent. -On the one hand, the petroleum program

within the MSA area wss thus lntegrated in a vertlcal fashiop
iﬁto the over-all program of world petroleum supplies for
whiﬁh PAD is responsible, while, on the other hand, the same
pﬁogram beecsme, bocausse of its strategle aspect, an in-
creasingly more important sector of the area objectlves
of the Mubual'Sacurity progran.

During the four years of the Mafshall Plan, ECA
halpad to deve]op the European petrolaum eqvipmant 1ndustry.

This ea;ort includaa a toennie&l assistapce project gonduct-



152

ed in this country to.acquaint European manufacturers of
patpoleum production and velfining equipment with American
_mbthods and know-how. Today, both the farelgn and domeatic
petroleun industry cen look to Europe for an inoreasing
quantity and variety of oll equipumesnt and bhaslc materlals,
MSA cousiders 1t one of its most imporbant current respousim‘
pilities o assist in channeling this new ZEuropesan out;

put into those areas where it 1s most needed.

Within the past year, the Irénian arligls hes
affected the entive Free World. However, while Britain's
financial position continues %o suffer from tho loss of
Tvanian oll, the supply deficlt has been all but eliminat-
red; except for residual fuel oll.

Europe's shronic coal ahoﬁtag@ was the cause of
another crlsis last winter when a large guantlty of U, 8,
coal hed to be shipped to Burope. Shlpments wavé unfortun-
ately conoentrated within a very few months, thus both
creating & shipping shortage, which drove retes up, and
intensifying the fuel oll crisis. Only an excoptionally
mild winter prevented this problem from reaching really
major proportions.

For five oub of thé past six years, U, 8. coal
has moved to Europe at a rate of 20,006,000 matrié tons
é year -- tho eqﬁivalent of 280,000 barrels a day of fuel

‘011, The continuation of Europe's 0oal shoz tege for guch a
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1§ﬁg period of time.r@isea a serlous question ss to whether
pﬁéaéht poiidieS'Ea!to'the'relative place of fusl oill and
coal 1n Europe“s future ensrgy patuern should not be rsvis-
ed., |

' Fﬁél oLl can be imported or produced from Lmport-
edaurudé oll everywhers in Fuvops at & cost considéﬁaﬁlﬁ
below the delivered cost of U. 8. cval and, 1n most
places, below the cost of Brltisﬁ or German cﬁal.

" A few figures will show ﬁhis to bs true:

At the wmoment, freight rates on coul‘shipﬁants to
Europe are guite low while venker vatea are abnormally
high. .Furthsrmar@, except for the cozl-produciling countries
oi" Briteln and Germany themselves, Northern Fﬂénee is ©the
most I'averable eres of' sompebltlon for ceal pacause of 1is
nearness to thoée gountries.

Iﬁt, today, thes delivered price in Northern
' Fwance of United Kimgdom.suaam coal of a grade competitiva
with residual fuel olil ig about $15.50 per iong ton or
) $2.9% per barrel of egulvaient fuel oll. The delivered
price of American coal in the same erea is about $18.50 per
ilong ton or $5.50 per berrel. The price of imported re-
sidual fusl oll, at USMC plus 50 per cent, would be
- about $17.30 per long ton of oguivalent conl or $p 26 per
barrel. This is less than Ghe landed Gﬂst 9_.Amer1can coal,

bat higher thon Hridish Gool. hswevewb at @ tamh&r-mveight
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6f USMC less 30 per cent, the prlce of fuel oll would be
cheaper than Britlish coal, ot $12.96 per long ton, or

$2.45 per barrel; and wmodern tankers can be operabed

gulte profitably at that rate, While actual French inter
nal prices fov béth coal end fuel oll are sublect Lo govern-
mental price control, these pitice comparlsons glve a picture
of the true sconomlc costs.

Now,‘Eubope's consummtlon of fuel oll has expanded
remarkably since 1948 -~ at an average annusl rate of 22
per cent & year. Reflnery ylelds ave now averaglng 37
per cent fusl oll. There is still s shovtage, howwver ==
‘s shortage which was, of course, jintensifled by the loss
of Abadan.

T am sure that part of the reason for the shorbage
lies 1n the prlce‘atrucburs, with fuel oil unable to command
the high price recelved hy lmported Polish and Am&ric&n
coal beceuse of vavious'artifiaial restrictions on priée
competition.

Europe 1s now buylng about 28,000,000 tons of
Aﬁeﬁican coal -~ 400,000 barrels a dey of equivalent fuel
oil -- this f1scal year, at a total cost of $600 million.
The OEEC Cosl Commlbtie¢ estimated in Januzry of this year
that & coal gep of 25 to 35 million tons -~ or 350,000 o
506,000 barrels & day -~ would‘ﬂtill exist in 1956. The

commlttee thought that Polsnd might be willing to supply
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10 million tons of this gap, pelltical considerations per-
miuting, wtth the United States nﬂoviding ‘the rest.
R Sinee the publlcation of that veport, bhe OEEC
| has decided Lhat Lha gap may B0% Do pearly so larpge as first
'estimated, pravided that poalt:ue Moasures are takcn. |
'U. K, coal miners would have to twko a numbaf of actiuns,'
unpslatable to them, moat of which they have been refualng'
to &o‘since the end of tﬁe war. @erumany, also, would have
:to take major steps Lo 1ncreasé.eutpﬁﬁ.

Somehow, I 1lean %o the‘balief that the labof prob-
1eﬁ in Europsan coal mines cdnnot bé re#lly aolved so long
as full employment exists -- not, at any 7859, unless wages
an? prices are considerably increased above‘ppesent levels
-« and perheps not even then., ALl Furopean governments ere,.
of course, thoroughly committed t0 e full employment policy.

Over the long run, if ny pesslmiam 1s Juatifled,
fuel oll is going to have to provide the bulk of future
increases 1n Buropean requlrements for industrial eneﬁgy.
Europesn refinevries will rup\50 per cent or more of fuel
0il &nd 1%t will no 10556? be\brioed ag o by-prcdﬁet, tied
by ocut-dated tradlbtion to the ﬂ. 5. prlee, but as a.prime'“
product in line with the European demand paﬁtern --‘ao’dif-,
forent from ours. | | -

Even though bthere ig 5 dollar elamsht In the cost

of fuel oll made from foreign crude oil, it is béundftokbe

Lo
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less than the cost of shipplng large qushtities of U. S,
coal to Europe, There 1s & security risk lnvolwved, of course;
but this, I think, hﬁs been overemphasized. There is also
something of & =risk involved in relylng on-Paland tc supply
the equlvalent of 150,000 barrels per day.

It is the short-term problem I am so werrled aboutb.
As T beve noted, the OEEC now mays that thelr January
ostimates were too psssimistic apbd that required imports
of U, 3. coal won't be very great during 1952-19535. How-
ever, my friend, Bruce Brown, has told us that fuel'oil
is golng to be very short next winter and has asked us tn. 
tell our European clients thet, 1I they bave ény doﬁbhs at
all concerning domestlic coal supplles, they had bstter suvart
ﬁaking the U. 5. coal they nesd this summer. If our clients
misoﬁlculate, and then ask for a lot of coal in the mlddle
of next winter, they, and we in MSA, are going t? be in
very bad odor indeed with PAD ard the whole U. Si petroleum
industry. ;

Our commodity program Tor next year an?ws olearly
hcw, in the last four years, the dollar cost ﬁersbaffal
of thé §11 consumed by Europe has decreasad, Amsr;uan
eii companie% will supply 617,000 barrels per day of oLl
to Burope during Flscal 1952-1953, as compared with h27,000
bérrels per day in Fiscal l9¥8-19#9, an incresse of 44 per

sent by volume. ‘The f. o. D. v&lu@raf this oil will be
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$650 million dellars, yet Lts dollar cost to the paticipeting

countries will be only $520 million, a five per cent increase

oﬁerrfhe déliﬁr-eést‘of the much smaller qﬁantity gupplled
i;.i§§8;1949. The dollar cost per barrel will actually
déofa#aé from $3.17 in 1948-1949 o 52.31 in 1952-1953.
h‘; o ﬁhare is a two-fold reason for thié docrease 1n
dollar éost per barrelf $130 millioﬁ oﬁt of she total of
American company suppliealwill bs sold'far\currenoiés other
than dollars. Furthermore, Eha wnit cost of sﬁ?pliea has
decreased with gthe shift from.highupricéd products to Low-
priced crude oil. In 1948-1949, 43 per cent of dollar oll
tmports coaslsted of cruds oll; but by 1952-1953, orude
oll will comprise threequurters of Amsrlecen company sup-
plies. |

We don't know now how mmeh of the $520,000,000
we will finance. We figurs $2,000,000 to $3,000,000 ninirmum,
dspendending on how mach we get from Congress next year and
how the countries choose to spend their money. o

As 4o the other problems which 134 faces ln the
future *, their nature bas changed as the goal has changed
fron economie recovery to military preparedness. The over-

all responsibility for free werld supply problems in times

- of wer and other crises rates, as 1t should, with the .

Petroleum Adminlatiation for Defense; but, within this frame-

work, our respensibility comtinues Tor insuring that tax-
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payers! money ls spent economlcally and thet the naﬁions
whieh ws ave &ssisting'ﬁtilize thely own resguroes care-
fully.
| T believe our polleios lan the past four years have
'proved reaponably suocessful -~ thers ave few now who are
serlously concerned about © @ wueh European refining
capecity ~- and I am gonfident that(owr poligies will prove
squelly aucéessful during the 1llfe of the Mubual Secwrlty
Program if they continue to be responsive to the ne&ds
of the nation, the industry and the timei};
(Applause.) -
THE CHAIRMAN: Thank you.
Gentlemen, are there any guestions ﬁhish you _
would llke o direot to Mr. Dwyer in conncction with the
pape? he hag ﬁresented?
(ﬁo reaponse;)
Apperently not. ir. Dwyer. Thank you very muph,
'/Em. BRUCE BROWN: Gentlemen, I would iike a8 &
parting shot 1ln my buresucrable capecity to telk a litéle
ebout the Natlonal Petroleum Council. Probably T will
lnever-have a hetter opportunliy.
T wani ;a approach thoe thing a 1ittle bit back-
wards, but you will zee quiekly what I am driving af when
irpoint out that Russoll Bﬁown and hils GcmmlttEGlPGpOﬁt

tallied about =endling out 6,000 questionnaires to oil produc-
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sfs to get their opinionﬁ about pipe sizes. We don't know
Just how many oll producers we efe. When we put together
date for the Petent Commibtoe investigation we found the
1list with at lsasi 5,000 people with names ané addresses
bhat wanbed oll country tubular goods wilain thet qQuarter.
Therse must be over 5,000 producers.

Cur Habtural Gas Produstion and'Proeeasiag Divisioen,
when thay brought the requast to me,'I questioned approval
of the relsasa, because I didn't believe it. I made them
gcheck. I was wrong, and they were right. They said théy
had sent out 2 1list of 13,000 questionnaires to LPG dsalers -
and sald they had & 1ist of 13,000 businessuwen selling LPG.

There sre 360-cdd operatiling refinsries in the
United States. Of'caurse, there are a great many of those
refinerlies owned by compenies that own more than'onelreflnery |
- somatimbs four or five -~ but there must be at least 100
refinipg companies, 600 paturael gasoline plants, many
owned by othar'elemsnts of the industry, and some iudspendent
of any other element.

There are scores of transportation cmmpanies, barges
.tankers, trucks, rallrcad cers, pipe lines. There ars
something over 200,000 independent sales operations of one
kind or another, and an snormous number of trade azsocla-
tions; perticularly in the flelds of mgrketing and produc-

.tion.
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There sre s600es offequipment manufacturers,

Now, 1ln response o the lnsistent pressﬁre.on
the Segretary of the Interior through the years this Naeticnal
Petroleun Counci; haa been enlarged unull today it has, I
think, 101 menbers, |

In ordér to have a sabtisfactory Council neebting you
need a rroom aboutb This size and when you counted in the
visltors, etc., you find that you have %o have 150 or 200
people to have & Council meeting.

Now, of the Couvneil members, there ere about &
fifth -~ 20~0dé in number of individuels ~- who coms from
or are smployed by large integrated companies that whatever
they do in the field of productlion and mavrketing, at least,
refine somewhere between 70 and 80 per cent of the crude
oll used in this country i tho form of products.

Now, it is qulte a task to geb a repreﬂeptative
Councll and that 18 a2 tagk whleh is not within the ordinary
orbit of the Councll 1tself becauseo the appolntments to the
Council are personal appointments except for a few ex-officioc
trade association appointments, because the appolntments
ere made by the Seeretary of the Interilor.

The qunoil has reached a size which in my opinion
1s as big or maybe & llttle blgger than it should be for
éff;clant operatlon, yet the oll business growa cVery year.

People get iniit. Some go broke but move stay in it, end
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the question of selection of COuncil membership gets to be
more and more vexing.

-T’. | Personally, I am g1ad that Ed Warren will have to
mmrry about 1t from now on, tg try Lu mest Lhe recommendations
fram so0 many veople as Lo appolniments to tﬁe Couneil.

) Now, I have a thought which I commend to your ativen- -
tion, that since there are these thdusénds of’ euterprisest_
in our industry in the United States, &nd since obviouély
they can't all bs 2epresented on the Councll, that perhaps a
little of a policy of rotgtion might be good for the 1hdus~
tery and for the Interior Dapartqmnt_and for the Council.

If every person whc_islappointed tp the Councll isrréappoint-
od sach time for life, more or 1ess; go long és he.comes to
meetlings, there 1s very little chance for rotation, there 1s
very 1lttle chance to get this conceptlon of ﬁhe 1ndustry--=
government cocperation én& the activity of the Councll dis-
seminated in ﬁhe-oil indusﬁry. | |

I tried a little bit of rotation this laat timé
and got spanked for it & little bl but I thought that we
could not keep éﬁding all the tlme, we might heve to‘dfﬁp
someone we adﬁed, as long as we kept our balance oY the
dlfferenb segments of the industry in the ccuntay, th&t that
wauld be satiaﬁactory, 1t might do good. |

This 1s a mixed question. I don't kuow whether

the Council wnuld 1ike (] go 1nuo 1t or not but I suggest
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© ia oubmlde of the orblit of the government, gince you are
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to everybody's conslderatlion, Mvr. Warren, Mr. Stewaert, Mr.
Halléenan, meubers of the_douncil themselves, maybe 1t
might be a good idea fof you Lo study the dbuneil.and see whab
the colisctive geaup might Ghink of the systenm of appoint«-
mantG.

0f gourse, when 1t comes to by-lawz and duves, that
an aub onomous body but this question of membership is a
sort of mlxed quésilon between the Council and the Sesre-
tapy.

Perhaps ﬁhsre are people who have views on that aub-
ject that have pever been consulted. I merely suggest |
to you théf:it is & f1t topls for thought.

~-The Council is in its sixih yeav now. This growth

‘L8 ocourring. Perhaps we do have to come to some sort

of orderly rotatlon so thet more psople get a chance at this.

Finally, coming out with another dering remark,

1 also commend to your sericus consideratbion whether this

system of having elterpates 15 worth what 1t coste. Af'ter
all, the aﬁpolntmsnts by the Seovetavy'are.paﬁsonal appoint-
ments of Lndividuzls selected for thelr particular quall-
tieé and adviseory abllity. Obﬁiogsly every Counselor can't
get to & meeting every time, and shouid not be expected to.
But while the question of aitavﬂatea hes been acceptad or

tolerated . or whatever you call 1t, I am wondering whe ther
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: 1t is éood, whether lF a Councll nember can't come, whether
“lihe should not just Suay avay. It might encourage more gf
@;?them to come. l It might encou?age.mora falthful service
 iﬁto Lhe Cauncil. It might help in & robtation plan.
T I could not ve?y well say that &8 & noember of ihe

-industry, or eucept just bO-GFE I go out of thls goa, bug
I thought 1t was worth saying, I hope ygu 09&? with me.

| I heve enjoyed workling with you. 1 thank ﬁou
for your support, I thank you for your good will, which
you‘have glven me. I bave snjoyed if,/

{Applause.) o | _' ‘

'4?THﬁ CHAIRMAN: You have bheard the dlscussion
that has been opened up by e, Brown,

Bruce, my own feeling abgut the rotation of the
membership of the Council is that thls body is the_prsgture
of éhe Secretary of the Interior. I don't think that any
rosponsibllity rests with the Counell 2s a group or with
the 1ndiv1duai members to deterulne what his poliey shunld,
be. I think that is & declsion that vests with bim and as
a maftef of fect, we heve had considerable rotation., I
think the polnt was brought out last night that there are
just 33'mambsrs of the original Council who romaln as meubers
- of the ﬁrasent Council.

: However, I have no ﬂbjeetion teo e very open ‘and

Frank discuzslion 1f the mémboes of the Ceuncll'ssa fit po
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engege in 1%,

Oon the mabtor of alvernate represontation, I don't
see how we could Lerminabe that without doing some very
serious dispervice to somwe members who by circumstanées
cannot attend the Council bub who wish for sowsone to sit
in as their repﬁesentativa, at least to glve a report
to thom of whai taloes place.

Now, no alternate 4is ever entitled to vote upon
any nmatter conming hefore Eﬁe Counell., BSo long &g an alternaté
Just slts in &a a repressntabive ¢r a proxy or &8 an ob-
gorver of the proseeding, I don't think we are dolng any
great violation of the trust or the confldence imposed
upot the mewmbership.

T just state those es my own idea 1in responge GO
what you have sald.

Now, gentlemen, we have reached th@icoucluslon
of our egende. The meeting is open for any discussion and
we will be gled to recognize anyone.

Me, Marshall. | |

MR. MARSEALLY” M. Chairman, I wowld 1ike person-
elly to expresa td the members of the Council my very
greab appreciatioﬁ for the good wishes and mnohrtoo gener-
ous exprossions of opinion which I redeiﬁed pome months
ago when I wes flat on my back. I ﬁéﬁj déaply appreclate

1t, and it moant & great deal to me when 1 wes sort of




'._flat to have those exprelsions from the Council.

| (Applause.) : 1»
e CHATRUAW: Howard, you are an institution inm

':thia Couneil apd I want you to know Shat you were sincemsly

and genuinely migeed in our delliberations. Thoss'expressions‘

of cur intereat came from the heé?t.

MR. MARSHALL: Thank you. |

THE CHATRMAN: Does any other member have anything
to say at this time, under the head of new busineas? I |
wish we mighi have a more voluntary and fraa_discusﬁion from
the flecor. We want this to be g very deﬁgcratie bodyiand-
anyone to have an opbortunity‘ﬁéisay whétever he'thinks.

Berney Mejewskl has left, and we miss him, of
course. |

If no further business;‘tﬁeh é motibn'to-adjoﬁrn
is in order.

All in favor indicate by saying ayoe, -

The ayes have it. |

(Thereupon at 3135 atelock p. m., the Councll

ad journed. )






